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UNEMPLOYMENT PROBLEMS 
(Part 1—Washington, D.C.) 


MONDAY, OCTOBER 5, 1959 


U.S. SENATE, 
SprectaL CoMMITTEE ON UNEMPLOYMENT PROBLEMS, 
Washington, D.C. 


The special committee met, pursuant to call, at 10 a.m., in room 318, 
Old Senate Office Building, Washington, D.C., Senator Eugene J. 
McCarthy (chairman) presiding. 

Present: Senators McCarthy (presiding), McNamara, Hartke, 
McGee, and Randolph. 

Also present: Lawrence C. Merthan, staff director; Samuel V. 
Merrick, counsel; Sar A. Levitan, research director; Frank V. Cant- 
well, assistant research director; Harold Brown, assistant to admin- 
istrative director; Peter M. Gentilini, assistant to staff director; 
Diane Divers, clerical assistant; Mary Frye, clerical assistant; and 
Patricia Harford, clerical assistant. 


CHAIRMAN’S OPENING STATEMENT 


Chairman McCarruy. The committee will be in order. The Chair 
will make an opening statement with regard to the work and the 
urpose for which this special committee has been established by the 
Rents. It is our opinion that unemployment continues to be a serious 
problem in the United States. It is, first of all, a human and a social 
problem, and, secondly, an economic and a political one. 


TYPES OF UNEMPLOYMENT 


Unemployment is an extremely complex and distressing problem. 
For the purpose of this study, the committee is considering unemploy- 
ment under four broad titles: 


1. Structural 

Structural or economic unemployment. This is unemployment 
which seems to reflect the nature and operation of our economic 
rt. In the post-World War II period, the economic growth in 
the United States has been rapid, a period of great economic change. 


There have been many technological nace important shifts in 


the labor force and in the consuming and producing habits of the 
United States, as well as changes in international trade relations. 
The need for unskilled workers has declined, while the need for 
skilled workers has increased substantially. 

1 
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All these changes taken together have been reflective of a rapidly 
growing gross national product and rising income per person. 

The changes have been reflected, too, in a number of serious economic 
problems, one of which is that of unemployment. 

Postwar unemployment problems have differed in a number of ways 
from those of the prewar decade. Then, unemployment was wide- 
spread and was believed to be largely the result of a lack of effective 
demand. Since World War II, despite rapid population growth, 
despite a high rate of capital investment, and despite steadily rising 
purchasing power which contributed to new record employment levels 
and new records of production, the level of unemployment has been 
distressingly high. 

Even during the periods of highest prosperity following World 
War II, unemployment has run into the millions, and during each 
of. the postwar recessions unemployment has reached distressing 
numbers. 

Since 1953 the rate of unemployment has averaged about 4.7 per- 
cent of the permanent work force of the Nation and the number of 
unemployed has averaged 3.1 million. In August of this year there 
were 3.4 million Americans unemployed. While this was lower than 
it was a year ago, it is 800,000 higher than August 1957, the month 
immediately preceding the recession. The rate of unemployment, 
which is now 5.5 percent of the labor force, seasonally adjusted, is 
expected to rise again this coming winter. 


2. Chronic unemployment 


Studies by the Department of Labor show that of those unemployed 
in March of this year, more than 114 million had been jobless for over 
15 weeks and almost 800,000 had been without work for 27 weeks or 
more. 

This kind of unemployment, in part, reflects what has been called 
“chronic unemployment” in certain areas and certain industries, but 
it is also a reflection of structural or economic unemployment. 

I might note too that we will examine the effectiveness of the unem- 
ployment insurance systems to discover how responsive they are to 
the problems created by the different types of unemployment. For 
instance, the most recent Department of Labor statistics show that 
the number of persons exhausting their benefits under the unemploy- 
ment insurance systems totaled 110,000 in August. We know also 
that in April of this year, about two-fifths of the unemployed were 
unprotected by unemployment insurance. 

The second general types of unemployment which the committee 
has set apart for special study is that of chronic or long-term unem- 
ployment. The committee will study industries and areas and occu- 
pational groups which have suffered from prolonged unemployment, 
and we hope that some remedies can be suggested. 

We plan to hold field hearings in a number of distressed areas to 
learn more about the economic and social effects of this kind of 
unemployment. 

We will study the efforts that have been made by industries and 
communities to solve their unemployment problems. We will study 
also the impact of unemployment upon family and community life. 
For example, we will seek to discover, if we can, what the effect of 
unemployment has been upon the maintenance of social capital such 
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as streets, public buildings and schools; what effect has it had upon 
property value, upon social fabric of the community, its schools, its 
churches, and its other institutions. To what extent has it caused 
women to seek employment while their husbands are out of work? 


3. Seasonal unemployment 


The third type of unemployment which will be studied is that of 
short-term or seasonal unemployment. The committee hopes to learn 
more about the characteristics of this type of unemployment, about its 
causes and the possible remedies. 

4, “Social” unemployment 

The fourth type of unemployment which the committee will study 
is that which we have called “social” or “cultural” unemployment. 

We know, for example, that unemployment rates vary widely as to 
age groups. The unemployment problem of the 17- to 20-year-old 
group is much greater than that of those in the age group of 20 to 45. 

The problem of the older age group, 45 and over, is more serious than 
that of the age group of 20 to 45. These facts suggest that we ask 
questions regarding practices and policies in the United States for 
introducing youths into the field of useful employment, both as to 
training and as to providing job opportunities. It raises questions 
as to our policies regarding older workers, their retraining and re- 
absorption in the work force. We expect to inquire into the problems 
of unemployment as they bear upon primary wage earners in the 
family as distinguished from secondary wage earners. 

We will seek more information about employment and unemploy- 
ment between men and women, working wives and mothers, and about 
workers holding two jobs. For example, the available statistics 
indicate that the number of persons holding two jobs has jumped 
from 1.8 million in 1950 to 3.1 million in 1958. 

We will seek more information as to the reasons for the variations 
in the rate of unemployment of the different racial groups in the 
United States and en the special problems that are created by a 
mobile or migratory working force. 


COMMITTEE SCHEDULE 


We will seek information and testimony from all authoritative 
sources—departments of the Government, leaders and authorities in 
the labor movement and in the business community, from the academic 
fields, and from all other sources available—in an effort to determine 
what measures can be taken to reduce the social and economic con- 
sequences of unemployment. 

The membership of the Committee on Unemployment Problems was 
announced less than 3 weeks ago and we are instructed to make our 
report by January 31, 1960. We agreed that it would be useful to 
the committee to hear from representatives of business, of labor, of 
Government departments and from labor economists—not so much 
at this time to ask them for definitive analyses and remedies, but to 
sample their views on unemployment problems and how they can 
be solved or alleviated. We recognize that the witnesses who have 
agreed to appear during the next 3 days have been pressed for time— 
and for that reason we appreciate all the more their cooperation 
in testifying. 
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Our schedule today calls for witnesses from major business and labor 
groups. Tomorrow we hear from representatives of the academic 
community, a group of labor economists who have specialized in labor 

roblems. And Wednesday we will hear from representatives of the 
averaanedt departments. 

The Chair would like to introduce at this point in the record Senate 
Resolution 196, the resolution from which the authority for this 


committee hearing is derived. 
(S. Res. 196 follows :) 


[S. Res. 196, 86th Cong., 1st sess.] 
RESOLUTION 


Resolved, That there is hereby created a special committee to be known as the 
Committee on Unemployment Problems and to consist of nine Senators to be 
appointed by the President of the Senate as soon as practicable after the date of 
adoption of this resolution. 

Sec. 2. It shall be the duty of such committee to make a full and complete 
investigation and study of unemployment conditions in the United States, giv- 
ing particular consideration to areas of critical unemployment for the purpose 
of determining what can be done to alleviate such conditions and to report its 
findings and recommendations to the Senate no later than January 31, 1960. No 
proposed legislation shall be referred to such committee, and such committee 
shall not have power to report by bill or otherwise have legislative jurisdiction. 

Sec. 3. The said committee, or any duly authorized subcommittee thereof, is 
authorized to sit and act at such places and times during the sessions, recesses, 
and adjourned periods of the Senate, to require by subpena or otherwise the 
attendance of such witnesses and the production of such books, papers, and docu- 
ments, to administer such oaths, to take such testimony, to procure such printing 
and binding, and to make such expenditures as it deems advisable. 

Src. 4. A majority of the members of the committee or any subcommittee there- 
of shall constitute a quorum for the transaction of business, except that a lesser 
number, to be fixed by the committee, shall constitute a quorum for the purpose of 
taking sworn testimony. 

Sec. 5. The committee shall have power to employ and fix the compensation 
of such officers, experts, and employees as it deems necessary in the perform- 
ance of its duty. The committee is authorized to utilize the services, informa- 
tion, facilities, and personnel of the various departments and agencies of the 
Government to the extent that such services, information, facilities, and per- 
sonnel, in the opinion of the heads of such departments and agencies, can be fur- 
nished without undue interference with the performance of the work and duties 
of such departments and agencies. The committee is authorized to procure, by 
contract or otherwise, the services of public or private organizations or insti- 
tutions. 

Sec. 6. The expenses of the committee, in an amount not to exceed $100,000, 
shall be paid from the contingent fund of the Senate upon vouchers approved by 
the chairman. 


Chairman McCartuy. The Chair recognizes the first witness, Mr. 
Andrew Biemiller, of the AFL-CIO. 


EDWIN A. LAHEY’S STATEMENT ABOUT THE COMMITTEE 


Senator McNamara. Mr. Chairman, before Mr. Biemiller proceeds, 
I am not going to delay the hearings long, as I recognize the hour is 
already late. I want to compliment the chairman on prompt action 
that he has taken in securing staff and in getting on with the business 
of this committee. 

I have a column here by Ed Lahey from the Detroit Free Press of 
October 4 dealing with some of the aspects of the problem, in which 
he says something very nice about the selection of Senator Eugene 
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McCarthy as chairman. I would like it to be made a part of the record 
at this point. 

Chairman McCarruy. I suppose I cannot object to that. 

(The document referred to follows :) 


[From Detroit Free Press, Oct. 4, 1959] 
WASHINGTON REPORT—SocIAL DILEMMA 
(By Edwin A. Lahey) 


WasuINncTon.—The steel industry worked full blast in the first 6 months of 
1959 because the customers wanted to stock up before the strike. 

When the strike began, it took at least 10 weeks before the floor boards in the 
steel warehouse started to show. 

From this it could be reasonably concluded that the steel industry can supply 
the normal peacetime needs of the country if the mills were shut down 3 months 
of the year. 

In the bituminous coal industry, slightly more than 260,000 miners are turn- 
ing out more than 400 million tons of coal this year, and could produce more, if 
needed. 

Ten years ago it required 400,000 miners to produce this tonnage. 

In Detroit, they make more automobiles with fewer workers than before. 
The automobile industry can boom but the nagging problem of unemployment 
remains. 

It is becoming painfully clear that our technological progress far outstrips 
our collective ability to solve the problem of what the British call redundancy. 

The disruption in’ the lives of workers and their families as the result of 
technology advances or shifts in the metabolism of industry presents another 
and too little discussed, side to the question of “featherbedding.” 

One cannot seriously defend some of the “featherbedding” and “make work” 
practices that have arisen in some industries. They are the moral equivalent 
of stealing from one’s employer. 

Nevertheless, the issue of “featherbedding” should remind the country of the 
real problem of the displacement of workers. 

The industrial genius that can produce steel, assemble automobiles, and dig 
coal with greater efficiency every year should be matched by a social vision that 
would diminish the impact of redundancy and find ways to permit displaced 
workers to use their skills and maintain their personal dignity without heading 
for the public relief office. 

One of the more thoughtful and sensitive Democratic freshmen of the Senate, 
Eugene J. McCarthy of Minnesota, has been named chairman of a committee to 
explore the whole problem of unemployment, including the tragedy of displaced 
workers. 

This was one of the more hopeful actions in the closing days of Congress. 
The McCarthy committee, under such thoughtful leadership, should be able to 
stir the public conscience into a full scale attack on the problem of displaced and 
redundant workers. 


Chairman McCarrtny. Mr. Biemiller. 


STATEMENT OF ANDREW J. BIEMILLER, DIRECTOR OF THE DEPART- 
MENT OF LEGISLATION, AFL-CIO, ACCOMPANIED BY NAT GOLD- 
FINGER AND RAY MUNTS, AFL-CIO 


Mr. Bremiiiter. Mr. Chairman, my name is Andrew J. Biemiller, 
director of the Department of Legislation, AFL-CIO. I am accom- 
panied by Mr. Nat Goldfinger, assistant director of the Department 
of Research, AFL-CIO and Mr. Ray Munts, assistant director of the 
Department of Social Security of the AFL-CIO. 

Mr. Chairman, I am pleased at this opportunity to appear before 
this very important committee on behalf of the American Federation 
of Labor and Congress of Industrial Organizations. 
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The Senate is to be commended for the action it took in creating 
this special committee to look into America’s most crucial domestic 
economic problem—our failure to provide full employment for Amer- 
ica’s growing labor force. 

In line with our understanding of the purpose of these opening 
hearings, our statement today is designed primarily to raise a whole 
series of questions, rather than to attempt to provide answers. 

As this important inquiry gets organized, we are hopeful that the 

uestions raised today will help focus attention on the issues which 
the committee might well study. 

To be of maximum assistance to the committee, our own staffs at 
the AFL-CIO and in the various affiliated unions will be continuing 
their own study of these and related issues. Before the committee con- 
cludes its work, we trust there will be another opportunity for us to 
present our specific recommendations for congressional and Executive 
action. 


AFL-CIO MATERIALS BEARING ON COMMITTEE STUDIES 


I would also, Mr. Chairman, like to ask unanimous consent to submit 
for the record various resolutions and statements of the AFL-CIO 
bearing on this question. 

Chairman McCartuy. Without objection, they will be included in 
the record. 

(The material referred to follows:) 


AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS, 
Washington, D.C., October 7, 1959. 
Hon. Eveene J. McCartuy, 
Senate Office Building, 
Washington, D.C. 

Dear SENATOR McCartHy: During my appearance before the Special Commit- 
tee on Unemployment. Problems in October 5, unanimous consent was granted 
for the inclusion with my remarks of certain supplemental material. 

The material consists of excerpts from the report of the AFL-CIO Executive 
Council to the third constitutional convention of the AFL-CIO, excerpts from 
Labor’s Economic Review, October 1958, excerpts from AFL-CIO Economic 
Trends and Outlook, April 1959, and a series of resolutions adopted by the third 
constitutional convention. This material is enclosed for inclusion in the record 
of the hearings. 

Sincerely yours, 
ANDREW J. BIEMILLER, 
Director, Department of Legislation. 


[From Economic Trends and Outlook, April 1959, published monthly by AFL—CIO Economic 
Policy Committee] 


Wuat Is Fur, EMPLOYMENT? 


Under the terms of the Employment Act of 1946, the Federal Government is 
committed to pursue policies “to promote maximum employment, production, 
and purchasing power.” The aim of this law was to obligate the Federal 
Government to economic policies that will sustain economic growth and provide 
for the inclusion with my remarks of certain supplemental material. 

At the time the Employment Act was passed, it was widely accepted by most 
people that maximum employment in the American economy meant a minimum 
of joblessness at any particular time. In a dynamic economy, minimum unem- 
ployment, in any particular month, should represent only temporary, short- 
duration joblessness of seasonal layoffs, people who are changing jobs, and 
families who are moving from one part of the country to another. This would 
mean, according to many economists, an average unemployment level of 3 percent 
or less of the labor force during the course of a year. 
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In a study of unemployment, published by the National Bureau of Economic 
Research in 1957, Stanley Lebergott, of the U.S. Bureau of the Budget, writes that 
“workable full employment” can be defined as an unemployment level of less 
than 3 percent of the labor force. He states: “Let us arbitrarily define ‘work- 
able full employment’—to adapt an admirable phrase of J. M. Clark’s—as the 
level achieved at least 1 year in 4 during the past half century. If we do so 
the percentage of the civilian labor force totally unemployed at full employment 
would be less than 3 percent.” 

On the basis of this understanding of what maximum employment means, the 
record of the Eisenhower administration is one of consistent failure to meet 
its obligations under the Employment Act. Unemployment rose from 3 percent 
of the labor force in 1951-53 to 5.6 percent in the recession year, 1954, and it 
settled at 4.3 percent of the labor force in 1955-57, before the recession raised 
the jobless rate to 6.8 percent in 1958 . The promises of administration spokes- 
men that the number of jobless will be about 5 to 544 percent of the labor force 
at the end of 1959 represents a further, defeatist acceptance of high unemploy- 
ment levels as inevitable. 

DEFEATIST ASSUMPTIONS 


Administration and business spokesmen predict that the Nation’s total output 
of goods and services will increase to a yearly rate of $480 to $485 billion in the 
October—December quarter of 1959. This would represent an increase of about 
6 percent in the real volume of national production between the fourth quarter 
of 1958 and the same period of this year. 

In the October-December quarter of 1958, there were 68.6 million people in 
the labor force. Average employment was 64.7 million. The number of jobless 
was 3.9 million, or 6.4 percent of the labor force, after accounting for seasonal 
changes. 

A 6-percent rise in real national output between the fourth quarters of 1958 
and 1959 would be produced by some combination of increased employment, in- 
creased output per man-hour, and, in coming out of a recession, by a pickup in 
working hours. How would it affect employment and unemployment? 

Productivity has been rising rapidly since early last year and can be expected 
to continue to rise at a rapid pace in 1959. Even if the rate of advancing out- 
put per man-hour slows down later this year, it ‘s likely that productivity in the 
October—December quarter of 1959 will be about 4 percent greater than in the 
final months of last year. This would mean that about two-thirds of the 
expected 6-percent rise in real national production would probably be accounted 
for by the rise in output per man-hour of work. 

The remainder of the 6-percent increase in real national output would result 
from a pickup in working hours and jobs. A 4-percent rise in productivity and 
a modest increase in working hours to prerecession levels would mean less than 
a 2-percent rise in jobs. If employment should increase as much as 2 to 3 
percent, however, that would mean an increase of 1.3 million to 1.9 million 
jobs—to 66 million—66.6 million jobs in the fourth quarter of 1959. 

But, in the meantime, the labor force is growing. Ewan Clague, Commissioner 
of Labor Statistics, has reported that the labor force will probably expand by 1 
million this year—as a result of an influx of young people and others into the 
job market. The Government’s estimate indicates that there probably will be 
about 69.6 million people in the labor force in the October-December quarter 
of 1959. 

An increase in jobs of 2 to 3 percent between the fourth quarters of 1958 and 
1959, therefore, would leave 3 million to 3.6 million people unemployed—about 
5 to 51% percent of the labor force—after adjusting for seasonal changes. It 
would further mean that the number of jobless would rise to 4 million or more 
in January and February 1960, after the Christmas season. 

The administration’s assumptions, as well as the statements of administra- 
tion spokesmen, point to the likelihood of persistent high unemployment by the 
end of the year. Since most observers expect some slowing down in the rate of 
economic advance in the second half of 1959 and in 1960, there is a real danger 
that unemployment may remain high in the period ahead, unless decisive Gov- 
ernment measures are taken to create jobs. 


GOVERNMENT MEASURES NEEDED 


The major causes of large-scale unemployment at present are: 
There has been a lack of balance between the economy’s increasing ability to 
produce and its ability to sell the goods that can be produced. 
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The experience of recent years indicates that the changing location of industry 
and the decline of some industries leave pockets of unemployment, even when 
most of the Nation is fairly prosperous. This problem has mounted in size and 
seriousness in the past 2 years, not only because of the recession, but also because 
of automation and rapid technological change. 

Government and private measures are needed to provide aid for the unem- 
ployed and their families, to stimulate economic growth and the creation of new 
jobs, and to provide special assistance for communities of chronic economic 
distress : 

1. The unemployment insurance system should be improved through the adop- 
tion of additional Federal standards for the State programs, to improve the 
levels and extend the duration of unemployment compensation payments, and 
ao the railroad workers’ unemployment and retirement system up to 

ate. 

2. The Government should encourage economic growth and the creation of 
new jobs by halting its tight-money high-interest-rate policy and by such national 
improvement measures as Federal aid to education, Federal assistance for hous- 
ing, community facilities, and urban redevelopment. 

3. Consumer buying power should be raised in order to lift sales, output, and 
employment. Wage and salary increases, through collective bargaining, and a 
reasonably stable price level are essential. In addition, the Federal minimum 
wage should be extended to cover millions of workers who are not now protected 
by the law and the minimum should be raised from $1 to $1.25 an hour. 

4. A comprehensive program of Federal loans and grants to communities of 
chronic economic distress should be adopted to attract new businesses into such 
communities, to return workers in new skills, to revive declining firms, and to 
assist workers to move to new communities where jobs are available. 

5. Weekly working hours should be reduced gradually, through collective bar- 
gaining and legislation, in order to adjust jobs to production in a period of rapid 
technological change. 


[From report of the AFL-CIO Pxecutive Council, third convention, San Francisco, 
Calif., Sept. 17,. 1959) 


UNEMPLOYMENT INSURANCE 


In no other protective legislation has there been such discrepancy between 
demonstrated need and legislative action as in unemployment compensation 
during the last 2 years. While one-fifth to one-fourth of the entire work force has 
been hard hit directly by the shortcomings in unemployment insurance, legisla- 
tive accomplishments have been trivial compared with the need. 

Congress recognized a Federal responsibility by providing loans to States wish- 
ing to extend the duration of benefits temporarily, but has denied the continuing 
need for Federal leadership by delaying enactment of benefit standards and 
reinsurance. 

While Congress has delayed, in the name of States rights, the States have as- 
serted their right to avoid responsibility—with two or three exceptions—either by 
coupling token benefit gains with qualifying restrictions or by allowing liberalized 
benefits to be paid only under very limited conditions. 

Despite the fact that only Hawaii now clearly meets the benefit criteria 
proclaimed by President Eisenhower and Secretary Mitchell 5 years ago, the 
administration continues to cite State “progress” as one reason for opposing 
Federal benefit standards, 

NATIONAL LEGISLATION 


In February 1958, Senator John F. Kennedy and Representative Eugene J. 
McCarthy, with 16 other Senators and 55 Congressmen, introduced a Federal 
unemployment compensation standards bill which the executive council endorsed 
as consistent with AFL-CIO policy. This bill provided for standards on benefits, 
eligibility, and disqualifications, for extended coverage, and for reinsurance 
grants. 

In addition, to meet immediate needs, it provided that higher weekly benefits 
for a longer duration would be paid immediately from Federal funds until State 
laws should come into compliance with the Federal requirements. 

Following the President’s proposal of a measure for temporary extension 
that would be financed by loans to the States, the leadership of both parties in 
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the House appeared interested only in the temporary situation and not in the 
longrun objectives of unemployment insurance. The House Ways and Means 
Committee held hearings on temporary measures but deferred hearings on 
standards. The committee reported a bill granting 16 weeks of benefits to those 
unemployed who had exhausted their benefits and to those ineligible under State 
law. The cost was to be paid from a Federal appropriation. 


Optional temporary plan adopted 

This was supported by the AFL-CIO as the best temporary measure with 
any chance of passage, but a coalition of conservative Democrats and Republi- 
cans substituted a much more limited measure in which participation was entirely 
optional to the States. In the Senate, efforts to amend the House bill were 
unsuccessful and it passed as the Temporary Unemployment Compensation Act 
of 1958. The act was schedueld to terminate abruptly April 1, 1959, but Congress 
continued the program until June 30, allowing, however, no new claimants after 
April 1. Two better extension plans were defeated, one in the Senate by 32-49 
and one in conference committee, after passing the Senate. 

Seventeen States provided extended benefits to the unemployed from funds 
borrowed under this act while five States paid such benetits from their existing 
reserves. The other 31 States took no action on behalf of those unemployed 
exhausting their benefits under State law, thereby verifying AFL-CIO doubts 
about the value of the “optional” approach. 

During congressional deliberations the AFL-CIO repeatedly argued the folly 
of a temporary extension conceived as a substitute for permanent overhaul of 
unemployment compensation. While 2 million people were helped by these 
temporary plans, there were millions of others who could have been helped by 
more thoroughgoing legisaltion. For example, while Congress debated temporary 
unemployment compensation in the first 5 months of 1958, about a million people 
lost their jobs and could not find reemployment, and only half of these were 
eligible when the temporary program began operations. 

Furthermore, “emergency only” action where everything is geared to speed is 
bound to be conceived as a mere extension of existing laws. The Temporary 
Unemployment Compensation Act incorporated all the weaknesses of State laws— 
low benefits, restricted eligibility, insufficient coverage, and even variable dura- 
tion, in effect giving sanction to these limitations in the name of expediency. 
Congress itself witnessed the difficulties inherent in discontinuing the Temporary 
Unemployment Compensation Act and forcing the unemployed to depend again 
on a seriously inadequate system. 

All in all, if Federal standards had been in effect during 1958 about $1.5 billion 
more would have been paid out to the unemployed than was paid under both 
State programs and temporary extensions. 

The financing of the Temporary Unemployment Compensation Act also remains 
to haunt the best interests of unemployment compensation. Some States needed 
a loan to finance extensions, but all States together had $8 billion in reserves. 
Reinsurance, rather than loans, is obviously called for. Deferring the cost to 
the future—the States must repay by 1963—may be postponing the cost of 
jobless pay in this recession to a future recession. 


Federal standards fight in 1959 


After enactment of the Temporary Unemployment Compensation Act in June 
1958, there was little interest in permanent improvement and nothing came of 
committee hearings on Federal standards. A bill extending coverage to peace- 
time veterans passed; a bill improving benefits in the District of Columbia law 
passed the Senate but failed, as usual, in the House. 

Not until after the 1958 elections was there again a serious interest in Federal 
standards: 37 of the 47 new Congressmen and 10 of the 15 new Senators 
had part or all of their constituencies classified as areas with 6 percent or 
more unemployment at the time of the election. 

As the 86th Congress convened, interest ran high: this time 32 Senators of 
both parties and 130 Congressmen joined in the introduction of a Federal unem- 
ployment compensation standards bill, containing most of the provisions of the 
earlier measure. Hearings were held by the Ways and Means Committee and it 
has been reported that a Federal standard on individual benefit and maximum 
weekly benefit amount was blocked by one vote. The committee had taken no 
further action when this report was prepared. 

Support for Federal standards has come from the Rockefeller Bros. report, 
from professors of social security and economics, from consumer groups 2nd 
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social agencies, from the Federal Advisory Council, and primarily from the 
AFL-CIO. Opposition has come from the administration, organized employer 
groups and the Interstate Conference of Employment Security Agencies. 

The interstate conference, in its congressional representations, continues to 
emphasize States rights rather than State responsibilities. Both through the in- 
terstate conference and through the activities of State agency directors, the 
vested interests of State administrators and of tax-conscious employers—as 
opposed to the interests of unemployed workers—continue to make themselves 
felt in Congress. Some members of the conference testified this spring against 
Federal benefit standards in direct opposition to the position of the Governors 
in their States. 

Congress enacted, and the President “reluctantly” signed, substantial im- 
provements in the Railway Retirement and Unemployment Insurance Acts. The 
latter now provides benefits of up to $10.20 daily for 52 weeks for some 
claimants. 


STATE LEGISLATIVE ACTION 


In 1958 the following States improved their weekly benefit amount: Arizona 
raised its maximum from $30 to $35; Delaware from $35 to $40; Louisiana from 
$25 to $35; New York from $36 to $45; and Wisconsin from $38 to $42 on a tem- 
porary basis. Kentucky changed its method of computing benefits by going 
to a high-quarter system, and raised its maximum from $32 to $34. 

Twenty-two States enacted temporary extensions, but the only permanent 
changes in duration represented departures from the uniform duration principle: 
Mississippi with 20 weeks uniform and Kentucky with 26 weeks uniform both 
went to a variable 26 weeks or total benefits of one-third base period earnings, 
whichever is the lesser. Delaware slightly improved its formula for comput- 
ing duration. 

Three States improved the partial earnings allowance (Arizona, Louisiana, 
and Mississippi) and three States tightened their formula for qualifying wages 
(Kentucky, Maryland, and Mississippi.) 

New York liberalized its wage-qualifying requirement by allowing alternate 
computations on an earlier period if the claimant’s base year employment record 
was insufficient. 

Changes in benefit levels, 1959 


Maximum weekly amount Maximum dura- 
tion (weeks)! 
States 


California_ : cS a2 a 
Colorado 50 percent of average weekly 
wages in selected indus- 

a ($42). 


$30 
Lesser of $34 or 50 percent of | 50 percent of statewide aver- 
statewide average weekly age weekly wage ($40). 


Massachusetts 
Nebraska- -__....- 
New Hampshire 
New Mexico. -_- 
North Carolina. 
North Dakota 
Oklahoma 


SS SPS8885 


30 
U|2 260-340 
U 24U 

39 


SSsee 


8 


36 
50 percent of statewide aver- 26U |? 260-390 
a” weekly wage ($36). 


30 
524% percent of statewide av- 2644 34 
age weekly wage ($47). 


1 Variable duration in all cases unless marked “‘U”’ for uniform duration. 
2 Benefit duration extended by 50 percent (North Carolina 8 weeks) when unemployment statewide 
reaches specified levels. 
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In 1959, 46 legislatures have met and 33 adjourned by July 1. Statutory 
changes in maximum benefit amount and maximum duration enacted to that 
date are listed in the preceding table. 

These statutory changes have been cited by the administration as one reason 
why Federal standards are unnecessary. But the chart clearly indicates that 
these gains do not meet the administration’s criteria in any State except 
Hawaii. 

The test of the benefit amount is whether the maximum is high enough— 
relative to wages in the State—so that a great majority of claimants will receive 
a benefit of half their individual lost weekly wage. The Labor Department es- 
timates that the maximum benefit amount must be from 60 to 663 percent of 
average weekly wages in the State to accomplish this purpose. 

California and Hawaii have increased maximums substantially, bringing them 
at first glance into line with recommended action. But in the case of California, 
this was done by departing from the half-pay principle for some claimants 
below the maximum and therefore, does not fulfill either the administration or 
the AFL-CIO recommendations. 

Any test for adequate duration must consider the average potential benefit 
for all claimants, not just that for those entitled to the maximum number of 
weeks. 

In 18 States the average potential duration is close to or greater than 26 weeks, 
but only 8 of these meet the President’s standard of a uniform 26 weeks for all 
claimants. No States have adopted the uniform 39 weeks which this recession 
has shown to be necessary. No accounting is made here of built-in temporary 
extensions adopted in four States this year in which longer duration is to be 
triggered by a predetermined statewide unemployment ratio. These amendments 
appear more significant than they really are and cannot be regarded as any 
improvement in the basic program. 




























STATE ACTION NEAR SATURATION POINT 






It can be shown that the gains in 1959, following a major recession year, 
were not as substantial nor did they cover as many employees as did the gains 
in 1955, also following a recession year. This suggests that we are reaching a 
saturation point in improving unemployment compensation benefits by State ac- 
tion alone although there is still a long way to go before the States meet even 
the standards recommended by the administration. 

Until this year the main offset to benefit gains were stricter eligibility and dis- 
qualification requirements. While these are still being enacted there is a new 
adjustment taking place in the disparity between goals and accomplishment. 
“Gimmicks” are being developed providing higher benefit levels that are more 
apparent than real. There are three major variations; maximums that vary 
with dependency and earnings, as enacted in Iowa this year (in the pattern of 
Michigan and Illinois laws) ; maximums that extend beyond the half-pay prin- 
ciple as in California; or built-in temporary duration extensions. All these 
features lend themselves to a simplified overstatement of benefit adequacy and 
aid those seeking to exaggerate the accomplishments to date. 

On the positive side, it, should be noted that more States are recognizing the 
importance of gearing benefits automatically to the movement in wages by stat- 
ing the maximum benefit amount as a percentage of the State’s average weekly 
wage. These so-called adjustable maximums preserve the wage replacement 
principle of the program under inflationary circumstances. Since the AFL-CIO 
resolution at the 1957 convention specifically urged adjustable maximums, four 
States have adopted them: Colorado, Kansas, and Vermont all at 50 percent, 
and Wisconsin at 521% percent. This makes a total of six States with the adjust- 
able maximum—Utah, 50 percent and Wyoming, 55 percent, having already 
acted in 1957. None of the adjustable maximums to date meet the recommended 
60-6624 percent. 

In addition to maximum benefit and maximum duration changes, other fea- 
tures of State laws have been altered this year. Nine States have adopted new 
formulas for computing benefit amounts under the maximums: Colorado liber- 
alized its formula; New Mexico, Nebraska, and Massachusetts raised benefits 
slightly for some; Iowa added schedules for dependency allowances. But 
Arkansas, Florida, and Oklahoma reduced benefit amounts for most claimants 


below the maximum, and North Dakota both eliminated dependency benefits and 
reduced the benefit formula. 
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HOW STATE U. C. BENEFITS MEASURE UP 


RECOMMENDATIONS: 
was Effect of State Laws, Jan. 1, 1959 APTI-GIO 2 te 
mae Effect of Amendments. Jan. 1-July 1, 1959 Eisenhower-Mitchell....... 


DURATION (NUMBER OF WEEKS FOR WEEKLY BENEFITS——-BASIC MAXIMUM 
WHICH AVERAGE WORKER QUALIFIES) PERCENT OF AVERAGE WEEKLY WAGES 
39 30 20 10 20 40 
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‘* 


* Five states extend duration to a longer period only when state-wide unem- 
ployment rises to a specified level. 

** Eleven states would have to do more than raise maximums to meet recom- 
mended standards, because they do not now pay all claimants under the 
maximum a benefit of at least half their individual wage loss. 
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Right States liberalized the partial earnings allowances—California, Iowa, 
Maine, North Carolina, North Dakota, Utah, Vermont and Washington. 

Six States with variable duration liberalized the formula for computing the 
number of weeks to which each claimant is entitled—Colorado, Florida, New 
Mexico, South Dakota, Washington, and Wisconsin. Minor changes were made 
by Indiana and Iowa. These amendments to duration formulas were considered 
in estimating average potential duration in the bar chart. 

Eleven States tightened up on their wage-qualifying requirements for eligi- 
bility—Arkansas, Florida, Idaho, Iowa, Kansas, Missouri, New Hampshire, North 
Dakota, Oklahoma, Oregon, and Wisconsin. Only one State, New Mexico, liberal- 
ized the wage-qualifying requirement. 

Changes in disqualification clauses had been enacted in 12 States by July 1, 
most of them minor. The most severe restrictions were enacted in Colorado 
and Oregon and there was some liberalization in Iowa. In Michigan, employer 
efforts to redefine the employing “establishment” in order to nullify a Michigan 
Supreme Court decision have so far blocked desirable amendments. 

Legislation to permit supplemental unemployment benefits to be paid con- 
currently with unemployment compensation has this year been enacted in 
Indiana, Ohio, and California. 


{From supplemental report of AFL—CIO Executive Council of the third constitutional 
convention, San Francisco, Calif., Sept. 17, 1959]| 


SoctaL SECURITY 
UNEMPLOYMENT COMPENSATION 


Connecticut has raised the basic weekly maximum from $40 to $45 and provides 
50 percent more weeks’ duration for exhaustees when unemployment is at least 
6 percent for 8 of the most recent 10 weeks. 

Ohio has raised the basic weekly maximum from $33 to $42 and increased 
the maximum allowable for dependents from $6 to $11. It also liberalized the 
duration formula but maintained a 26 weeks’ maximum. 


PROMOTING FULL EMPLOYMENT AND ECONOMIC GROWTH 
RESOLUTION NO. 114 


Although the economy has not fully recovered from the effects of the 195 
recession, the extraordinary rise in profits as compared with consumer buying 
power threatens to create a recession-breeding gap between the economy’s rising 
ability to produce and its ability to consume. 

The substantial upturn in economic activities since the recession low point 
in April 1958 still leaves a considerable amount of slack in most parts of the 
economy and persistent joblessness, at or near 5 percent of the labor force. 

Production, sales, employment, and income have all risen beyond the pre- 
recession levels of 2 years ago. This represents a gratifying improvement over 
conditions of last year, when over 5 million people, or 7% percent of the labor 
force, were unemployed and an additional 34% million people were compelled to 
work at reduced schedules. But these improvements have failed, thus far, to 
keep pace with the increase in productive capacity, rising productivity and labor 
force growth since the summer of 1957, before the recession started. 

Unemployment, in recent months, has been some 700,000 more than 2 years 
ago and there is considerable idle productive capacity. The number of jobless 
has represented 5 percent or more of the labor force, after accounting for 
seasonal changes, compared with 4.2 percent 2 years before. In addition, the 
number of economically distressed communities has risen from 24 major in- 
dustrial centers in July 1957 to 46 in July 1959 and from 61 smaller industrial 
areas to 143. The present lag of output and jobs behind rising productivity 
and a growing labor force may become greater, if the recent, quickened pace of 
labor force growth continues. 

Economie activities must rise at a rapid rate in the months ahead if enough 
new job opportunities are to be created for full employment. Balance between 
the economy’s rising ability to produce and its ability to consume must be 
achieved. Consumer markets must be expanded, through substantial improve- 
ments in the buying power of American families. 
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A decisive shift in government and business policies is urgently needed to 
achieve full employment and to increase the pace of national economic growth 
to 5 percent a year. A 5-percent rate of economic growth is essential if America 
is to respond to the major economic problems of the second half of the 20th 
century. 

In the past 6 years, restrictive policies of the Federal Government and large 
corporations have contributed to two recessions and a dangerous slowdown 
in the rate of national economic growth. The Nation has spent approximately 
one-half of the time since 1953 in recessions and the return to prerecession 
levels of output. : 

The volume of total national production increased at an average yearly rate 
of merely 2.7 percent in 1953-59, compared with a 4.6 percent average rate of 
economic growth in 1947-53. On a per capita basis, real national output per 
man, woman, and child was cut from a 3 percent average yearly rise in 1947-53 
to less than 1 percent in 1953-59. The shocking pace of economic growth since 
1953 has been slower than in almost every industrial country in the world and 
merely one-third to one-half of the rate achieved by the Soviet Union. 

Six years of almost stagnant conditions have cost America dearly in tens of 
billions of dollars of lost output, income, and tax revenue. Opportunities to 
strengthen America, to improve deteriorating public services and to attain more 
adequate national defense, including protection for the civilian population, have 
been disastrously delayed. 

The dangerous slowdown of economic growth represents the success of Gov- 
ernment and business policies. The Government set out in early 1953 on a 
deliberate course of cutting the pace of economic progress, through tight-money 
policies that have been pursued consistently during most of the past 6 years. 
Tight-money curbs on economic expansion have been accompanied by the admin- 
istration’s restrictive obsession with attempting to balance the Federal budget, 
regardless of national needs, at low levels of output, employment, and income. 

Business insistence on large profit margins and rates of return on investment 
that are as great or greater than in the unbalanced 1920's, overwhelming reliance 
on financial investment from internal financial resources, as well as increasing 
opposition to wage and salary increases, have created recurring imbalances be- 
tween the economy’s ability to produce and its ability to consume. The admin- 
istration’s tax policies have added to the recession-breeding lack of economic 
balance by providing special privileges for corporations and wealthy individ- 
uals, while neglecting the mass of America’s consumers. 

Two recessions and the slowdown of economic growth, with their impact on 
output and income, have contributed to Federal budget deficits in 4 of the past 
6 years, despite constant Government propaganda about budget balancing. 

Unfortunately, present Government and business policies threaten to under- 
mine the incomplete recovery from the 1958 recession and to prevent balanced 
growth of markets and productive capacity. The Government’s tight-money 
policy, with its high and still rising interest rates on loans, curbs the activities 
of small businesses, homebuilders, State and local governments, while it has little 
direct effect on the activities of large, wealthy corporations. 

Soaring corporate profits and rising depreciation allowances are taking large 
sums out of the sales dollar, while many major corporations lead a nationwide 
fight against wage and salary increases. Corporate profits, in the first half of 
1959, were up 50 percent from the poor business months of last year. With 
rising productivity, reduced unit costs, widening profit margins and increasing 
sales, corporate profits are continuing to rise in a spectacular profit boom. 

Restrictive and unbalancing policies, frequently recurring recessions, and slow 
economic growth are too dangerous for America in the world of the second half 
of the 20th century. A recent report by the Rockfeller Bros. Fund stated: 
“We can afford the defense programs essential for survival. In doing so, how- 
ever, unless we achieve a 5-percent growth rate, we shall have to hold back other- 
wise desirable expenditures in the Government field and keep the growth of 
private expenditures below a level commensurate with our aspirations.” 

In consideration of America’s obligations in national defense and the inter- 
national arena, Under Secretary of State C. Douglas Dillon recently declared: 
“The 5-percent annual increase (in real national output) recommended as a goal 
in recent studies would seem to be an absolute minimum.” 

A growing labor force and rising productivity make an average rate of eco- 
nomic progress of 5 percent a year both possible and necessary. With the labor 
force growing 114 percent a year and output per man-hour of work rising at an 
average annual pace of 314 to 4 percent, a slower rate of economic growth will 
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produce an insufficient number of new job opportunities and result in rising 
unemployment. A 5-percent yearly rate of economic growth is required to pro- 
vide both high levels of employment and the basis for meeting the Nation’s 
major needs. 

Now, therefore, be it 

Resolved, (1) The AFL-CIO urges that a 5-percent rate of economic growth 
‘be the aim of national economic policy. The Government is requested to abandon 
its own restrictive policies and to encourage all private groups to join in a positive 
national effort to maintain a balanced and growing, full-employment economy, 
based on faith in America’s future. 

(2) The President’s Council of Bconomic Advisers should set forth in its 
annual report, required by the Employment Act of 1946, the economic goals 
necessary to attain a full-employment economy. These goals should be spelled 
out for each major sector of the economy. 

(3) Continuing increases in wages and salaries are needed to provide working 
people with a share in the gains of the economy’s industrial progress. They are 
likewise needed for growing consumer markets that are the foundation for 
balanced expansion of private economic activities. 

(4) Soaring profits must be shared with the American public, through wage 
and salary increases and price reductions in industries whose productive efficiency 
is improving most rapidly. Cost-price-profit-investment policies of business, par- 
ticularly the dominant corporations, should be based on low unit profit margins 
to provide rising profits from a growing volume of sales. Business investment 
funds should be based, to an increased extent, on new stock issues, rather than on 
internal corporate resources that arise from high prices and increasing deprecia- 
tion allowances. Such cost-price-profit-investment policies are essential to main- 
tain the needed balance between the economys’ ability to produce and its ability 
to consume. 

(5) The Government’s tight-money policy, with its high and rising interest 
rates and curbs on economic expansion, must be halted if the Nation is to attain 
full employment and economic growth of 5 percent a year. 

(6) The Government’s budget policy should aim for Federal surpluses in times 
of adequate growth and full employment and not during periods of stagnation 
and persistent unemployment. Self-defeating attempts to balance the Federal 
budget at low levels of income and output should be abandoned. Efforts to meet 
the Nation’s urgent requirements for adequate public services and national de- 
fense, as well as economic and technical aid for underdeveloped countries, should 
be based primarily on need, rather than on the sole criterion of budgetary 
considerations. 

(7) The Government’s revenue-raising ability should be improved, through 
revision of the Federal tax structure. Top priority in such revision should be 
given to closing loopholes of special tax privilege for wealthy families and cor- 
porations and to reducing the tax burden on low- and middle-income families, 
Full employment, a more rapid rate of economic growth, and measures to close 
tax loopholes can raise sufficient revenue to cover required increases in Federal 
expenditures to meet the Nation’s major needs. 

(8) Planned public-service programs, in such fields as education, health, hous- 
ing, urban renewal, community facilities, roads, and airports, should begin in 
1960, with Federal leadership and financial aid. Operations of such programs 
should continue, regardless of prosperity or recession, until the objectives of 
adequate public services, in each category, are reached. In the event of a re- 
cessionary decline in employment and output, construction work on planned, 
public-service programs should be stepped up, without delay, to provide construc- 
tion job opportunities and new orders for building materials in heavy-goods 
industries which are hardest hit by a recession. Such a step-up of work on 
publie construction programs, including roads, Government buildings and defense 
facilities, should be started as soon as a recessionary decline in output and rise 
in joblessness begins, if recession losses are to be held to a minimum. As the 
economy recovers from the recession, with rising employment and output, the 
stepped-up activities on planned public-service programs should be reduced gradu- 
ally to levels required by the long-term program plans and target dates. Neither 
prosperity nor recession, however, should be used as a pretext for delaying or 
eliminating the operations of these planned programs. 

(9) A comprehensive program of Federal Government assistance for eco- 
nomically distressed communities is needed. Experience indicates that the 
changing location of industry and the decline of some industries leaves pockets 
of unemployment, even when most of the Nation is generally prosperous. This 
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problem has grown in size and seriousness, with the spread of automation and 
rapid technological change. 

(10) A permanent improvement in the unemployment insurance system is 
required to extend duration and raise benefit payments to unemployed workers. 

(11) The Fair Labor Standards Act should be amended to extend its coverage 
to millions of workers in retail and wholesale trade, services and large-scale 
farming and, to raise the minimum wage from the present $1 to $1.25 an hour. 
Such action would help to strengthen mass consumer markets and would be a 
step toward eliminating poverty. 

(12) The Social Security Act should be improved through increased benefits 
and medical care provisions for those who are eligible for old-age survivors’ 
benefits. 

(18) As technology continues to advance and reduces labor requirements in 
the coming years, a progressive reduction of the standard workweek should be 
sought through collective bargaining and amendment of the Fair Labor Standards 
Act. 

(14) A comprehensive national investigation and analysis of the price struc- 
ture and its major sectors is needed, as a basic requirement for developing 
possible solutions to the problem of a slowly rising level of prices. The Senate 
Subcommittee on Anti-Trust and Monopoly and the Joint Economic Committee 
have such investigations underway. We hope that these congressional investiga- 
tions will point up the great need to implement the intent of the Employment 
Act, rather than to water down the act’s objectives. These objectives are “maxi- 
mum employment, production and purchasing power,” which can mean only an 
expanding full-employment economy, with reasonable price stability. 

(15) We urge the Congress to continue to reject any amendments to the Em- 
ployment Act which would weaken or destroy the law’s present emphasis on 
the national objectives of economic growth and full employment. 


TECHNOLOGICAL CHANGE 
RESOLUTION NO. 115 


The silent revolution of radical technological change that started after the end 
of World War II has been spreading rapidly in recent years. The stepped-up 
pace of mechanization has brought automatic and semiautomatic operations to 
many areas of industry such as manufacturing, railroads, mining, communica- 
tions, public utilities. offices, wholesale and retail trade. In the not too distant 
future, there will be the widespread introduction of nuclear energy for peacetime 
use and the possible harnessing of solar energy. 

This silent and rapidly spreading revolution has already brought great changes 
in production and distribution methods, manpower requirements, composition 
of the work force, job content, and location of industry. 

In manufacturing, for example, there were 600,000 less wage and salary jobs 
in July 1959 than in 1953, although factory output was up more than 15 percent. 
Mining employment was down 140,000 from 1953; there were fewer people 
employed in mining activities than in 1932. 

Changes in technology and competition from other means of transportation have 
brought railroad jobs, in 1959, down to the depression level of the 1930’s, while 
railroad traffic has rebounded from last year’s recession. 

The reduction of manpower requirements has been sharpest for production 
and maintenance workers generally and for semiskilled and unskilled workers, 
in particular. In July 1959 there were 1,200,000 fewer factory production and 
maintenance jobs than in 1953. It is little comfort to displaced workers to tell 
them that job opportunities are expanding in engineering, teaching, and State 
and local governments. A displaced factory worker, miner, or railroad worker 
cannot overnight become an engineer or teacher. Nor is it easy for such a 
displaced worker to find a full-time job, at about equal pay, in retail or wholesale 
trade or the services. 

The recent acceleration of technological change has been accompanied by a 
growing big business propaganda campaign, charging that trade unions block 
productive efficiency. The continuing postwar rise in the national economy’s 
output per man-hour of work, at a more rapid pace than in the past, stands as 
clear evidence that these big business charges lack a foundation in fact. The 
aim of this campaign of falsehood can be only to weaken unions in their attempt 
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to provide equitable and orderly labor-management procedures, with protection 
for workers’ rights, in this period of rapid technological change. 

Although the steel corporations, for example, have been in the forefront of this 
attack, Secretary of Labor Mitchell’s report on the basic steel industry states 
that “in the first half of 1959, output averaged 50 percent more than in the first 
half of 1947, but production workers’ employment increased. less than 1 percent, 
or only 2,000." The sharp rise in the industry’s productivity, particularly in the 
past 2 years, represents a factual refutation of the corporations’ claims that 
steelworkers and their union block industrial efficiency. 

The Labor Department’s report that the productivity of hourly paid railroad 
workers rose 55.5 percent between 1947 and 1958—over 6 percent in 1958, alone— 
indicates the falsehood of the railroad companies’ charges about the supposed 
vast featherbedding practices of their employees. 

The location of industry, likewise, has been shifting rapidly. Changes in 
production techniques and in cost relationships have caused the movements of 
departments and plants out of the older industrial centers to new locations. 
Entire industry divisions, such as auto parts suppliers, are being wiped out, as 
the large, automated firms find a greater degree of automation less costly. 

In the East, Midwest, and upper South, there are scores of economically 
distressed communities, whose industries have moved to new areas. According 
to the Labor Department there was substantial unemployment in July 1959 in 
46 major industrial areas and 143 smaller industrial centers. In many, if not 
most of these communities, economic distress represents a chronic condition 
that requires Federal Government aid. 

The technological revolution is continuing. The peacetime utilization of 
nuclear energy in the period ahead will probably have a further vast impact on 
the location of industry, the composition and skills of the work force. Now, 
therefore, be it: 

Resolved (1) The AFL-CIO welcomes technological progress as the basis for 
future advances in lifting the standard of life, increasing leisure and national 
strength. We insist, however, that such progress must be used for continuing 
improvements in working and living conditions and that the hard-won rights of 
working people be guarded during this period of technological transition. 
Equitable and orderly labor-management procedures must be worked out, 
through collective bargaining, to ease the potential disrupting effects of radical 
technological change on wage and salary earners. 

(2) The AFL-CIO urges the Joint Economic Committee of Congress to work 
with representatives of labor, management, consumer groups and Government 
to keep under continuing review, developments in automation and other tech- 
nological innovations. In order to assure that the fruits of technological ad- 
vance are fairly shared and full employment sustained the joint committee 
should recommend policies to Congress, the President, and private groups aimed 
at cushioning the dislocations that result from rapid technological change 
affecting millions of workers and their communities. 

(3) The AFL-CIO urges Congress to adopt the joint resolution submitted by 
Senator James Murray for a congressional conference “to include Members of 
Congress, the executive branch of the Government and representatives of 
management, organized labor, farmers, and consumers, to examine technological 
progress, hours of work, displacement of population in agriculture, and employ- 
ment of the labor force, with a view to exploring all aspects of the feasibility of 
the shortening of the workweek without reduction of wages paid and any other 
measures which would restore the equilibrium between the supply and démand 
of labor.” 


UNEMPLOYMENT INSURANCE AND THE EMPLOYMENT SERVICE 
RESOLUTION NO. 149 


The legislative response to demonstrated weaknesses in unemployment com- 
pensation during our greatest postwar recession has been disappointing. The 
States acting individually and separately have failed to improve their laws com- 
mensurate with the needs of the unemployed. The Congress recognized the need 
for Federal action but limited its leadership to an insufficient optional loan 
program for temporary extensions which was rejected by most States: There- 
fore be it 
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Resolved, That the AFL-CIO support a comprehensive overhauling and im- 
provement of the unemployment insurance system under a single Federal sys- 
tem. Pending such a reorganization, we support Federal legislation providing 
uniform minimum standards for benefits, duration, eligibility, disqualifications, 
and genuine tripartite representation on advisory committees, commissions, and 
appeals boards. Federal legislation should also provide reinsurance as a source 
of grants-in-aid to States and permit States to make flat-rate reduction in taxes. 

We affirm the application of the following principles for determining benefit 
level improvements through both State and Federal legislation : 

1. The weekly benefit amount should replace some specified proportion of the 
individual claimant’s full-time weekly wage, preferably not less than 65 percent 
(or one-twentieth of “high quarter” earnings). This wage-replacement principle 
should be observed for all but those few. with highest earnings and those with 
very low earnings for whom a minimum benefit or a benefit based on a weighted 
formula is necessary. Individual benefits of at least 65 percent of weekly earn- 
ings loss are needed in most cases to cover nondeferrable living expenses, relieve 
hardships, and preserve some semblance of normal living standards. In no case 
should any claimant qualifying for less than the statewide basic maximum be 
compensated by less than 50 percent of his individual earnings. 

2. The base for computing benefit amount should be full-time gross weekly 
earnings during those weeks of the base year when earnings were highest. 
Weekly wages should not be averaged Over any period (other than the base year 
quarter of highest earnings) unless lost time is excluded from the computation. 

38. Dependent allowances may supplement an adequate basic benefit schedule 
as described above, but they should be provided only as a specified flat incre- 
ment per dependent, entirely separate from and supplemental to the benefit 
schedule. 

4. The basic maximum weekly benefit amount must be established at about 
two-thirds of the States’ average weekly wages in covered employment in order 
to allow the wage replacement principle to operate for most covered employees. 
In nearly all States the maximum payment allowable was once high enough 
relative to wage levels to accomplish this, but these ceilings have not been 
raised commensurately with changes in wage levels. The result is that most 
claimants draw the maximum rather than a specified proportion of their own 
wage loss, and unemployment insurance for the majority thus becomes a flat 
benefit system. In most States the distribution of earnings in covered employ- 
ment is such that by setting the maximum at two-thirds of average weekly 
wages, the individual benefit formula or the benefit-earnings schedule would be 
extended to 80 to 90 percent of covered employees. This allows most employees 
a benefit proportionate to their wage when they become unemployed, leaving 
only the highest wage earners limited by the maximum amount to a severe 
contraction in their income. 

5. To prevent economic erosion in the value of the benefits, the maximum 
benefit allowable should be written in the law as a percentage (e.g., 67 percent) 
of the average weekly wage in covered employment rather than being stated as 
a dollar amount. The maximum amount then can be set each year by the State 
unemployment insurance agency in accordance with changing wage levels (a 
procedure now followed in six States) without need of further legislative action. 

6. All claimants who establish their attachment to the labor force and main- 
tain eligibility should be entitled to 39 weeks of benefits if they cannot find 
employment in that line. This entitlement should not be limited to certain 
claimants with steadier employment or higher earnings (the “variable” dura- 
tion in many States) because the contingency to be insured—the difficulties of 
reemployment—is a function of the labor market situation rather than one’s 
past employment record. Nor should a 39 weeks’ entitlement be limited to the 
special circumstance of statewide unemployment reaching a predetermined level, 
since such a provision disregards the fact that in normal times the reemploy- 
ment possibilities vary greatly according to community, type of job, and age 
of the claimant. It is unsound to insist on insufficient duration of benefits in a 
community with a severe unemployment problem just because the State as a 
whole is not in the same condition. Past experience demonstrates that proper 
administration of the “able and available for work” and “accept suitable work” 
requirements for maintaining eligibility usually result in short benefit periods 
for most of the unemployed. Over the unemployment “cycle” the average for 
all claims is only a fraction of the allowable number of weeks though there are 
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always some for whom there are no suitable jobs for much longer periods. A 
uniform 39 weeks potential duration for each claimant will raise only slightly 
above present figures the average of actual duration of claim (and therefore 
the long-run cost). : 

Efforts should also continue to be made at both State and Federal levels 
to improve unemployment compensation in the following respects: to abolish 
the waiting week ; eliminate harsh, restrictive, and arbitrary provisions in regard 
to eligibility and disqualifications; extend benefits to all wage and salary em- 
ployees ; and to improve the financing of benefit costs. 

We favor an amendment that will prohibit the garnishment or attachment of 
unemployment benefits for any purpose by any person or Government agency 
including the Internal Revenue Service. 

We support a coordinated national approach by the employment service and 
the continuation and improvement of its services. 

We support the appropriation of adequate funds for the administration of the 
unemployment insurance and employment service programs at both Federal 
and State levels. We favor improved procedures by the Federal Government for 
securing such appropriations. 

We oppose any change in Federal law which would remove the requirement 
for the quarterly wage reporting for OASI and unemployment insurance 
purposes. 

We favor Federal funds to extend the duration of benefits for claimants in 
defined depressed areas and for workers in the labor market unable to find em- 
ployment because of age. We urge our affiliates to explore the feasibility of re- 


training and relocation allowances as an extension of the unemployment insurance 
program. 


DEPRESSED AREAS AND INDUSTRIAL MIGRATION 


RESOLUTION NO. 117 
The high rate of unemployment which continues despite recovery from the 
recession, highlights once again the plight of America’s depressed areas. 

Although by midyear 1959 industrial production was again setting new rec- 
ords, 5 percent of the labor force still remained out of work. The number of 
surplus labor market areas—communities with over 6 percent of their labor force 
unemployed—was more than twice as high as in July 1957, before the recession 
began. 

One of the major reasons why the unemployment rate remains so high de- 
spite the national boom is the increasing number of communities without enough 
job resources—the chronically depressed areas. 

In July 1959, 80 prominent university economists from 41 institutions 
identified 121 communities across the Nation as chronically depressed and 
petitioned Congress to act quickly to help eradicate this growing cancer of area 
blight. Two months earlier, a study by the Area Employment Expansion Com- 
mittee had revealed that while about one-seventh of the Nation’s labor force live 
in the chronically depressed areas, these communities account for about one- 
third of the total unemployed. 

Chronic unemployment is not new, nor limited to any one region of the coun- 
try. Years ago it was largely associated with the depletion of minerals and 
other natural resources on which a community depended for its livelihood. Now, 
however, technological change, shifting product demands, and changing competi- 
tive factors—as well as raw material exhaustion—lead to shutdowns and dras- 
tically curtailed operation in many industries and communities in all parts 
of the country. 

As automation speeds the rate of plant obsolescence and relocation is spurred, 
the problem will become even more acute—particularly for areas dependent on 
one or two major enterprises. 

In some cases, a depressed area results when firms leave a locality because of 
special enticements elsewhere, such as free plants, or tax exemptions or con- 
cealed subsidies like a lower level of labor standards legislation. Sometimes 
the assurance that unionism will be represented by local authorities and thus 
wages will remain low is offered as an added persuader. 

Whatever the cause of chronic local area distress, the problem cannot be 
solved today by simply telling the affected populace to pack up and “move on.” 
The depressed communities of today are established centers with billions of 
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dollars worth of investment in homes, churches, schools, hospitals, commercial 
structures, and all of the other facilities essential to urban living. The teacher, 
doctor, storekeeper, as well as the wage earner, have deep roots in these com- 
munities and a mass exodus is not the answer. 

While many economically stranded communities have courageously sought 
to alleviate their plight, neither their own resources nor those provided by public 
agencies or private groups within their States have generally been sufficient to 
eradicate the cancer of community blight. 

The entire Nation has a stake in helping hundreds of thousands of our fellow 
citizens restore their depressed communities to a state of economic health. 
Federal aid is needed not for humanitarian reasons alone; the creation of suit- 
able employment for displaced workers can add billions of dollars to our national 
output while eliminating the vast social costs of sustaining thousands in idleness. 

When Congress passed the Employment Act of 1946, it committed the Federal 
Government to use all its resources to end the misfortune of chronic local 
unemployment quite as fully as the act committed Federal resources to fight 
unemployment when nationwide in scope. 

Since the formation of the AFL-CIO, we have worked continuously to secure 
the enactment of a comprehensive Federal program to aid both chronically 
depressed industrial areas and impoverished rural areas as well. 

Such a measure was introduced by Senator Paul Douglas, of Illinois, and was 
enacted by the Senate in 1956. Although favorably reported by the House 
Banking and Currency Committee under the chairmanship of Congressman 
Brent Spence, of Kentucky, administration leaders blocked a vote by the entire 
House. 

Reintroduced as the Area Redevelopment Act in the 85th Congress, the measure 
was enacted by both Houses last year and we were confident that a significant 
victory had finally been won. After all, support for Federal legislation had 
been promised by both parties and the measure sent to the President was a 
compromise of the ideas of leading Republican and Democratic proponents alike. 
Therefore, it came as a shock indeed when the President, taking advantage of the 
adjournment of Congress, killed the bill with a pocket veto. 

Early this year the Senate, for the third time, passed a comprehensive Area 
Redevelopment Act (S. 722) sponsored by Senators Douglas, Clark, Cooper, and 
Beall. In rapid order the House Banking and Currency Committee favorably 
reported a quite similar measure. But the House leadership failed to create an 
opportunity for the entire body to enact this measure before the session had 
ended: Now, therefore, be it 

ResolWwed, That the AFL-CIO again calls upon the Federal Government to 
utilize all of its resources and to work unceasingly—in cooperation with labor, 
industry, the States, and the affected local governments—to alleviate chronic 
unemployment in the United States. 

Federal assistance should include the establishment of a special agency 
charged with achieving a coordinated effort to assist distressed industrial and 
Tural areas and with administering a comprehensive program of technical aid, 
public contract priorities, low interest loans for new and expanding private enter- 
prises, public works loans and grants, vocational retraining, and supplementary 
compensation for displaced workers during the retraining period. This program 
should be geared exclusively to the needs of areas suffering chronic distress 
and its benefits specifically denied to any employer who closes or curtails his 
operations in one community in order to seek special advantages in another. 

The Area Redevelopment Act (S. 722) meets the minimum requirements for 
an effective Federal effort to alleviate local area distress and should be immedi- 
ately passed by the House of Representatives and signed by the President. The 
hundreds of thousands of victims of area distress have already been forced to 
wait too long for the initiation of a domestic point 4 program geared to meet the 
needs of our own citizens. 

Furthermore, Federal action is necessary to discourage plant piracy—a prac- 
tice which leads to the creation of distressed communities. The most important 
first step to be taken is to remove the Federal tax-exempt status that now applies 
to interest received from municipal bonds, the proceeds of which are used to 
build plants for runaway employers. 

Additional Federal and State legislation required to meet the problem of 
subsidized industrial migration includes an expanded Fair Labor Standards 
Act, a strengthened Walsh-Healey Public Contracts Act, and improved State 
labor legislation. 








oft oA a & RS a ae 


Bab 





UNEMPLOYMENT PROBLEMS 


Atpine America’s Lowest INCOME FAMILIES 
RESOLUTION NO. 136 


While Americans can be justly proud of the substantial progress we have 
made in the last quarter century toward eradicating poverty and raising family 
living standards generally, a shockingly large number of our fellow citizens still 
remain ill clothed, ill housed, and ill fed. Moreover, no progress has been made 
since the end of Worid War Il toward raising the inadequate income share 
of our neediest families in the lowest income fifth. 

According to the latest Bureau of the Census report on the incomes of our 
families, millions could not afford to maintain even a minimum American 
standard of family health and decency in 1957. Although income figures for 
1958 are not yet available, surely the number of people in want increased during 
that recession year. 

In 1957, nearly 11 million families comprising 2 or more persons—about 
one-quarter of the total—had cash incomes of less than $3,000 (under $57.70 
weekly, before taxes). Six and a half million of these families were existing 
on less than $2,000 (under $38.50 weekly, before taxes), and 8 million children 
were members of these families. 

In addition, another 5 million people who live alone and are classified as 
single-person families, had incomes of less than $1,500 (under $28.85 per week). 

Although, more than 40 million Americans were members of families of 2 
or more persons living on incomes of less than $3,000 in 1957, or were living 
alone on less than $1,500. 

Why does such poverty persist in the most productive nation in the world? 
What must now be done to eradicate it? 

The majority of these low-income families are headed by persons who are 
members of the labor force. Thus, regular employment at a decent wage still 
remains the most hopeful means by which our poorest families can lift them- 
selves above submarginal living standards. 

However, many live in distressed industrial communities where opportunities 
ars scarce even when boomtimes exist elsewhere. Many others live in rural 
areas and on farms and remain underemployed from one year to the next 
simply because alternative jobs are not available. 

For still others, inadequate education or discrimination because of age, 
color, creed, or a physical handicap are barriers to employment at a living wage. 

Furthermore, the jobs at which most of the breadwinners of our neediest 
families work are not covered by any minimum wage law or are paid only the 
inadequate statutory minimum. 

Finally, many of the lowest income families have no breadwinners at all. 
Year in and year out millions of Americans lose their jobs, become incapacitated 
because of illness and accidents, grow old, and die, leaving dependent wives and 
children. Families affected by these circumstances, and without sufficient 
income to meet basic needs, account for much of our continuing poverty. 

While these official income statistics should convince even the most complacent 
that dire want still exists in the United States, our failure to make any progress 
in raising the income share of our neediest families in the lowest income fifth is 
even more alarming. 

Back in the mid-1930’s—the earliest period for which the Nationcal Income 
Division of the Commerce Department provides figures on family income 
shares—the 20 percent of our families with the lowest incomes received 4.1 
percent of total family income. By 1944, the share of this lowest group had 
risen to 4.9 percent. Since then, however, no progress has been made. In fact, 
in 1957 the share of the lowest 20 percent stood at 4.8 percent. 

In contrast, the 1957 share of the 5 percent receiving the highest income was 
20.2 percent. 

Preliminary statistics on family income shares for 1958 tell the story in 
another but even more dramatic way. Last year, while the 7.3 million families 
with the lowest incomes under $2,000 including the value of food raised and 
consumed on farms) received $81% billion as a group, the 2% million at the 
top of the ladder (with incomes of $15,000 and up) shared $65 billion. 

The conditions that cause poverty have been thoroughly investigated by com- 
mittees of the U.S. Congress and by private groups. Surely the time has arrived 
when it can be and must be finally eradicated in this richest and most productive 
nation of the world: Now therefore, be it 
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Resolved, That the benefits provided by our Federal old-age, survivors, and 
disability program, our unemployment and workmen’s compensations laws, and 
by all other forms of social insurance must be immediately and substantially 
raised and coverage must be broadly extended. 

Furthermore, adequate medical care should now be made available to all 
Americans, and family income payments should be included when the bread- 
winner is too ill to work. 

Moreover, public assistance payments and coverage must be increased for 
those whose own social insurance and personal savings resources are not suf- 
ficient to maintain a standard of human decency. As part of this effort, surely 
the time has come when no American should lack adequate nutritious food in 
the face of the abundance we now produce. 

All these measures are needed to maintain minimum income standards when 
our families become victims of the special hazards of modern life. 

In addition, because most of the lowest income families include members of 
the labor force, the reward for their work must be increased and improved job 
opportunities must be achieved. 

The level of benefits and coverage under minimum wage laws must be imme- 
diately increased. 

Long overdue legislation must be enacted to increase job opportunities in 
chronically distressed industrial and rural areas where unemployment and 
underemployment are widespread even in prosperous times. 

The disgracefully low earnings of most wage earners in agriculture—probably 
the most exploited group of Americans—must be raised. Their unjustified 
exclusion from almost all social welfare legislation and from laws which protect 
the right of workers to organize no longer can be tolerated. 

Vocational education and rehabilitation services should be widely extended. 

The drive to end discriminatory employment practices due to factors of race, 
creed, color, sex, age, or a partial handicap must be pursued with greater vigor. 

Finally, a persistent effort must be made to help these lowest paid members 
of the labor force organize and obtain the benefits that result from collective 
bargaining. 

The time has come for America to end the poverty that degrades the millions 
who still are its victims, and the rest of us who permit it to needlessly continue. 


SHORTER WoRKDAY—SHORTER WORKWEEK 
RESOLUTION NO. 160 


The time has come for wide-scale reduction in hours of work so that more 
people may be employed. 

Even after recovery of production levels from the 1958 recession, there is 
persistent unemployment of 5 percent or more of the labor force. It shows no 
sign of receding from this intolerably high level. And a carrying forward of 
past trends indicates so-called normal unemployment will mount steadily until 
major steps are taken specifically to correct it. 

Advancing technology is reducing the need for industrial manpower. More 
goods and services can be provided with fewer workers. From 1953 to mid- 
1959, total manufacturing output increased by 16 percent, but the number of 
production and maintenance workers was reduced by 10 percent. 

Moreover, technological change and the accompanying increasing produc- 
tivity are gaining momentum with the stepups in industrial research, uses of 
automation and new types of more efficient equipment, industrial applications 
of atomic energy, raw materials improvement, and other scientific advances. 

Unless some of the benefits of the accelerating rate of technical advance are 
taken in the form of shortening of time at work, rather than in reduction of 
number of employees, unemployment will mount steadily.° The technological 
progress is making shorter hours not only possible but essential. 

In the past, progress reductions in standard worktime to the 10-hour day, 
the 6-day week, the 8-hour day and the 5-day week were each sharply resisted 
by industrial leaders as unthinkable changes which would prove disastrous for 
the moral fiber of workers and the economic and social well-being of the Nation. 

Today, with few exceptions, there is a more realistic attitude, a general 
recognition that the present 8-hour day and 40-hour week are standards which 
should and will be reduced as part of general national progress. The only 
questions are: When? To what new standards? 
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We believe the appropriate and necessary time to start is now. The current 
combination of relatively high-level economic activity plus a great slack in the 
labor force presents the economic situation in which we can introduce, absorb, 
and immediately benefit from a general shortening of work hours. 

Shorter hours are effective in staving off unemployment only if they are put 
into effect before unemployment pressures mount uncontrollably. If we delay 
we. may get shorter hours, not as a constructive preventive measure but in an 
undesirable work-sharing, cut-wage form forced on us as a product of over- 
whelming unemployment. The soundest time to proceed is immediately, to 
meet the clear and present danger while we still have the flexibility afforded 
by a period of comparatively healthy economic activity. 

Some may argue that a reduction in hours may not be the most efficient way 
to combat unemployment. Whether or not it is the plain fact is that other 
ways which may theoretically be more efficient are not doing the job. 

We do not contend that shorter hours alone are the cure-all for all employ- 
ment problems. We will continue to press with all the vigor at our command 
for the other ‘public and private economic actions needed to generate sufficient 
steady economic expansion and growth in employment opportunities to maintain 
full employment. 

But without a reduction in hours as a key element in an antiunemployment 
program, the other measures we can realistically expect to be taken are not ade- 
quate to the task of controlling unemployment in an economy with as high a rate 
of technological advance as ours. 

Shorter hours are of course extremely valuable for noneconomic reasons as 
well. Socially and morally it is desirable that part of our progress be taken 
in reduction of the hours each worker is required to labor. A shorter workweek 
would enable greater opportunity and incentive for broadened social and cultural 
pursuits and development of bettered family life. 

For many of the Nation’s workers, increasing travel time to and from work as 
a result of congestion of cities and dispersal of industry has eaten into off-work 
time. Shorter hours of work would remedy such loss of personal time. 

American labor is not wedded to any fixed form of hours reduction. Different 
affiliated unions may concentrate on different variations, either reductions in 
hours per day, days per week, per year, or per working life. 

Additional paid vacations and holidays should continue to be negotiated but 
unless the amount of such paid time off now common is expanded, such improve- 
ments would provide only a very slight reduction in average hours worked per 
week over the year. 

The more substantial reductions in hours needed are most readily available 
through reductions in the standard workweek. Such reductions are being sought 
and have already been achieved in bargaining by a growing number of unions. 
Experience accumulated with standard workweeks shorter than 40 hours have 
well demonstrated the practicability and desirability of shorter workweek sched- 
ules. 

Collective bargaining alone, however, will not achieve adequate hours reduc- 
tions as rapidly and widely as needed by the economy, for it is proceeding on an 
industry-by-industry and company-by-company basis. 

Legislative action is required to meet the overall problem. Legislative action 
can provide hours reduction on the wide scale needed to achieve maximum bene- 
ficial results. 

The existing 40-hour workweek standard of the Fair Labor Standards Act, 
first established 20 years ago, should be amended to provide for a standard 7-hour 
day, 35-hour week. 

Even apart from the immediate need to counteract growing unemployment, this 
is a step required for reasonable forward progress. The changes in our economy 
in the past 20 years, the upturn in industrial technical advance, and the growth 
of the labor force combine to enable us both to establish a 35-hour standard work- 
week and to produce all the goods and services our Nation consumes. 

The value of hours reduction is not an isolated phenomenon restricted to the 
United States. Workers in other lands will also gain from reductions in time 
they must spend at work. 

The adoption of a strong international instrument in the form of a convention 
on hours standards will be before the International Labor Organization at its 
next annual conference. Most foreign workers still work longer hours than cus- 
tomary in the United States, but we are happy that wide progress is being made 
in hours reduction. As in the United States, the movement to shorter hours in 
other parts of the world is well warranted by the needs of workers and by ad- 
vancing mechanization and technology : Now, therefore, be it 





24 UNEMPLOYMENT PROBLEMS 


Resolved, That shorter hours of work must be attained as a vital means of 
maintaining jobs, promoting the consumption of goods and converting technical 
progress into desirable increased employment rather than into increased un- 
employment. Our economy should and can support concurrently both shorter 
hours and production of additional goods and services. 

{We call upon Congress to take as rapidly as possible the steps needed to amend 
the Fair Labor Standards Act to provide for a 7-hour day and a 35-hour week. 

The AFL-CIO also urges its affiliated unions to press in collective bargaining 
for reduction in hours of work with no reduction in take-home pay. 

We urge the International Labor Organization to adopt an international con- 
vention to aid in the needed spreading of improvement in hours standards around 
the world. 


Monetary PoLicy 
RESOLUTION NO. 163 


‘Amendments to the Federal Reserve Act and basic changes in monetary policies. 
are necessary to prevent further economic damage from misguided monetary 
measures. Tight money and high and rising interest rates, designed to curb. 
economic growth, have already contributed to two recessions in the past 6 
years and to a reduction of the pace of economic progress. 

Although unemployment persists at or near 5 percent of the labor force and the 
price level has been relatively stable for over a year, the Nation’s monetary man- 
agers have declared inflation to be America’s most pressing problem, requiring 
an increasingly tight money policy that will curb the demand for goods and the 
creation of new jobs. 

The discount rate which the Federal Reserve system charges commercial banks 
has been more than doubled since the summer of 1958—from 1% to 4 percent. 
This is the highest rate in 27 years. The prime interest rate on loans, which 
banks charge the large corporations, their best credit risks, is already at 5 per- 
cent. This is the highest rate in more than a quarter of a century. Interest rates. 
for consumers, small businesses, farmers and home-builders are 5%, 6 percent, 
or more, and it is likely that they will continue to rise if the administration and 
the Federal Reserve have their way. 

The administration’s and the Federal Reserve Board’s efforts to obtain con- 
gressional sanction to lift the interest rate on long-term U.S. bonds above the 
statutory 4'4-percent ceiling must be repulsed. The proposed rise would prob- 
ably result in even higher interest rates. More constructure methods, which 
would not burden the American people with the cost of ever-higher interest rates, 
are available to meet a threat of actual inflationary pressures, should they 
occur. 

‘Apparently, tight money is a major administration objective, since one pretext 
after another, ever since early 1953, has been advanced in an effort to justify 
higher interest costs. 

In 1953, Secretary of the Treasury Humphrey raised the rate on long-term 
U.S. bonds with the argument that it was necessary in order to “stretch out” 
the Federal Government’s debt. This action helped to trigger an upward move- 
ment of all interest rates, but the maturity of the Federal debt is actually shorter- 
today than it was 6 years ago. 

Since then, interest rates have been pushed up still further by a combination 
of Federal Reserve Board and Treasury actions—supposedly to check runaway 
inflation, which they declare is almost always present or impending. As a result, 
higher interest rates and tight money have curbed personal consumption, small 
business expansion, State and local government investment and homebuilding, . 
when growth of such activities was clearly desirable. On the other hand, costly 
credit has not directly cut spending by wealthy corporations and individuals who 
have large funds of their own, as weil as alternative sources for loans at prime 
interest rates. ‘While big corporations have been largely unaffected by the rising 
cost of money, the banks have benefited, as their profits have risen from the higher - 
interest rates they charge on loans. 

It is evident that important factors other than the cost of money affect prices 
and that the policies of the Federal Reserve and the administration have not 
prevented creeping rises of the price level in the past 6 years of tight money. In 
fact, ever-higher interest rates have, in themselves, substantially increased the 
cost of Government (more than $1 out of every $8 of Federal revenue now goes. 
for interest on the debt), the cost of operating a business, particularly a small. 
business, and the costs of buying a home and raising a family. 
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In addition, high interest rates transfer billions of dollars from borrowers 
to the moneylenders who provide no additional service for the rising price they 
charge for their loans. Since 1952, the annual rate of personal income from 
interest payments has skyrocketed from $12 billion to $22 billion, a faster rise 
than for any other form of personal income. Since the Federal-Reserve- 
Treasury agreement in 1951, bank profits have risen 85 percent. 

Nonetheless, the administration and Federal Reserve officials still argue that 
the only way the Government can get funds to meet its obligations without 
creating inflationary shortages of goods and labor is by leading the interest rate 
procession even further up the ladder. 

(With interest rates already artificially high, this is not the time for the 
Federal Government to indulge in long-term borrowing at even-higher interest 
rates. If lendable funds are scarce, it is essentially due to temporary factors. 
The shortage usually associated with the early stage of economic recovery proba- 
bly has been tapering off as abnormal borrowing to build inventories diminishes 
and as the upturn in economic activities itself has been generating a substantial 
increase in private and corporate savings. 

Furthermore, during fiscal 1960, the new money needs of the Treasury will 
certain decline substantially as the rise in output, profits, and income raises 
Federal revenue receipts. 

Furthermore, no long-term U.S. bonds will have to be redeemed before late 
1960. In the meantime, the Treasury can continue to meet its needs through 
short-term borrowing on which no interest ceiling exists. The facts fail to 
support the administration and Federal Reserve view that short-term Treasury 
borrowing is essentially bank financed and, therefore, a stimulus to excessive 
demands for goods and labor. 

As another alternative, the Federal Reserve can purchase long-term bonds and 
sell off short-term bills, notes, and certificates, thus keeping the credit resources 
of the Nation unchanged. Such action would permit some long-term bonds to be 
issued and sold. The adoption of this approach would halt speculation as to 
whether interest rate ceilings on long-term bonds will go up and the whole inter- 
est rate structure will be stabilized by a reorientation of psychological attitudes in 
the money markets. 

Actually, it is the action of this administration and the Federal Reserve 
system which is undermining the Treasury’s ability to sell long-term bonds at 
reasonable interest rates. 

Although the price level has been relatively stable for more than a year, in- 
cessant scare talk about impending inflationary shortages of goods, productive 
capacity, and manpower has continued to encourage many savers to move from 
the bond market into stocks. The Government’s grant of special privilege to 
reduce taxes on income from dividends, enacted in 1954, also encourages savers 
to favor stocks over Government bonds. 

In addition, the apparent determination of the administration and the Federal 
Reserve Board to boost interest rates whenever possible and to ignore other 
monetary instruments has encouraged potential bond buyers to delay their pur- 
chases. For example, whenever the administration and the Federal Reserve 
System have assumed that inflationary shortages are an immediate danger, 
interest rates have been raised, but never the level of bank reserve requirements. 
On the contrary, since 1953, the maximum reserve requirements of member 
banks actually have been cut from 24 to 18 percent. 

Even in circumstances when all other monetary instruments have been used 
and there is an actual danger of excessive demand pressing against shortages 
of goods, productive capacity, and labor—a situation that is not now confronting 
America—an overall upward hiking of interest rates will not serve the Nation’s 
needs. It is clear that the interest-raising blunderbuss action creates grave 
inequities, prevents priority social needs from being met, and retards the pace 
of economic growth. If general monetary restraint is clearly necessary, as a 
result of too much money chasing after too few goods, the Government must 
utilize measures to insure adequate eredit at low interest rates for the fulfill- 
—_ of public and private undertakings that are essential to the national 
welfare. 

It is important that the Federal Reserve Board recognize that it is a creature 
of the Congress and not a fourth, independent branch of the U.S. Government. 
Legislation expressing the will of Congress is essential for the purpose of inte- 
grating the Federal Reserve System and monetary policy with the Congress, 
the Executive, and the “maximum employment, production, and purchasing 
power” objectives of Government policy. In the words of the Honorable 
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Samuel Rayburn, * * * The Federal Reserve authorities have reached the 
point in thinking where they consider themselves immune to any direction 
or suggestion by the Congress, let alone a simpler expression of the sense of 
Congress.” 

Proper monetary policies can no longer be entrusted to a Federal Reserve 
System that considers itself an independent branch of the Government and is 
dominated by the viewpoints of large banking interests and industrial corpora- 
tions: Now, therefore, be it 

Resolved: 1. The AFL-CIO recommends that the Federal Reserve Act, which 
required “due regard for a fair representation of the financial, agricultural, 
industrial, and commercial interests and geographic divisions of the country,” 
be amended to provide for adequate representation of consumer, small business, 
and labor interests on the Board of Governors of the Federal Reserve System 
and on the boards of directors of the 12 regional Federal Reserve banks. We 
recommend that the Federal Open Market Committee, which buys and sells 
Government securities, should be made a public body, representative of the 
American people, or should be abolished and replaced by a more representative 
Board of Governors. We further recommend that the Federal Advisory Council, 
which confers with the Board of Governors and makes advisory recommenda- 
tions on monetary policy, should be reconstituted so that consumer, small busi- 
ness, and labor interests are represented. Such amendments are essential to 
open up the principal governing bodies of the Federal Reserve System to fair 
representation of the large and important economic groups of the Nation. 

2. It is time that the Congress again express its will that balanced economic 
growth is the goal of Government policy and that the Federal Reserve System, 
as an integral part of the U.S. Government lend its support to achieve and 
maintain the Nation’s objective of “maximum employment, production and pur- 
chasing power,” under the terms of the Employment Act of 1946. 

3. We urge the Congress not to cede its legal power to set the interest rate 
ceiling on U.S. bonds to the executive branch of the Government. It should, 
on the other hand, indicate its recognition that the raising of interest rates on 
U.S. bonds has triggered an upward trend in all interest rates during recent 
years. 

4. It should be the declared sense of Congress that marketable U.S. Govern- 
ment securities are a dominant factor in securities markets, with major in- 
fluence on the money supply and interest rates generally, and should be managed 
positively as part of national economic policy, instead of managing them as if 
they were the securities of a large corporation. 

5. The Congress should indicate that changes in reserve requirements of 
banks should play as important a role in controlling the pressures of inflationary 
shortages, if and when they actually exist, as the Board has attempted to 
assign to interest rates. When feasible, changes in reserve requirements should 
be used as a means of tightening, as well as loosening, the money supply. 

6. The Congress should indicate its will that, when practicable, the Open 
Market Committee should buy Government long-term securities as well as short- 
term bills. The Congress has the right and the duty to see to it that the Federal 
Reserve System’s “bills only” policy is eliminated. It should be the sense 
of Congress that the purchase of Treasury offerings by the Federal Reserve's 
Open Market Committee should be managed in such a way that U.S. Govern- 
ment bonds and securities not become prey to excessive speculation with the 
result that the debt obligations become increasingly expensive to the Federal 
Government. Increases in the money supply resulting from the Federal Re- 
serve Board’s purchase of long-term bonds can, if necessary, be offset by the 
sale of short-term securities. 

7. The policies of the Federal Reserve Board should be flexible enough to 
permit selective easing of credit for certain types of activities declared to be 
rape ren even though tight money and policies of credit restraint are generally 


Pustic SERVICES 


RESOLUTION NO. 116 


A society’s most important investment is in its people—in education, health, 
housing, and other public services. 

The Nation’s great backlog of these long-neglected public service needs con- 
tinues to grow. Piecemeal and underfinanced efforts since the end of World 
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War II have failed to reduce the backlog, inherited from the years of depression 
and war, when either funds or materials were not available. Instead, deficits 
have expanded as existing services deteriorate and the population grows. These 
backlogs will continue to mount to proportions that will endanger the entire 
fabric of American society, unless planned national programs are undertaken, 
without delay, to meet the needs ot a growing and increasingly urban popula- 
tion. 

Most public services were neglected from 1929 to 1945, while the population 
grew 14 percent, from 122,800,000 to 139,900,000, and millions of families moved 
from farms and rural areas to industrial and commercial centers. Schools, 
housing, hospitals, teachers, medical personnel, community facilities, and roads 
failed to keep pace and shortages piled up. 

A rapidly expanding population and vast social changes, since the end of the 
war, brought mounting needs, while inadequate efforts hardly affected the defi- 
cits from the past. There were 177 million people in 1959—up 27 percent from 
1945. Urban areas expanded to huge metropolitan regions, suburbs mush- 
roomed, the older parts of most cities decayed, teenage crime flourished. 

iA report, prepared under the direction of Gen. J. 8S. Bragdon, special assistant 
to President Eisenhower, states: “In almost every field of public works—hospi- 
tals, schools, civic centers, recreational facilities—shortages are the rule, not 
the exception. In almost every category we are further and further behind 
in meeting even current demands.” 

State and local government efforts to reduce some of these pressing deficits 
have run into financial and constitutional difficulties, as well as the increasing 
burdens of tight money and rising interest rates. These problems are under- 
mining continuing State and local government programs. In school construc- 
tion, for example, the U.S. Office of Education reports that some local govern- 
ments have already “exhausted their bonding capacity, and fear that they will 
be crippled by the heavy payments they must make in the years ahead to 
service the debt.” 

Instead of making progress to meet these national needs through com- 
prehensive Government programs, backed by Federal funds, grants-in-aid to 
States and local governments and long-term loans, the administration has fought 
for delays and budget cuts. 

In good times the administration has told the American people that it would 
be inflationary to expand public investment in public services and human wel- 
fare. In recessions, the public has been told that the Nation cannot afford it. 
According to the administration’s penny-pinching policies, it seems that no time 
is ever right for programs that would begin to meet the needs of a growing 
population. 

Each year’s delay in meeting past deficits adds to mounting backlogs. Every 
year’s failure to provide facilities and services for the future adds to future 
deficits. By 1975, the population is expected to rise to $225 million, an increase 
of 28 percent over 1959. 

The public service needs of the American people are national needs that cross 
the boundaries of cities, counties, and States. Present deficits and the con- 
tinuing growth of these needs are so great that the Nation cannot possibly catch 
up with them in a year or two. These needs can be met only by national pro- 
grams, with Federal Government planning, leadership, and financial aid. The 
time is long overdue for a concerted, Federal Government effort to start on the 
long road to meet the needs of a growing population: Now, therefore, be it 

Resolved, (1) The AFL-CIO urges the Federal Government to start or expand 
comprehensive and long-term public service and welfare programs, without delay, 
in such fields as education, health, housing and urban renewal, community fa- 
cilities, water pollution, sewers, roads, and airports. Each program should be 
planned in detail, subject to periodic review, to achieve the goal of meeting 
the need in each category of public services on a target date, within the next 15 
years. The overriding consideration in each effort should be the attainment of 
adequate public services, in terms of current deficits and estimated future needs, 
within a reasonable period of time. A beginning should be made in 1960 on 
planned and continuing programs to attain adequate public services throughout 
the Nation. 

(2) Programs should be planned and coordinated nationally, by the Federal 
Government, on the basis of Federal, State, and local Government estimates of 
current deficits and future needs. They should be financed through Federal 
funds, matching grants-in-aid to States and local governments, long-term loans 
at low interest rates, or combinations of such financing methods. 
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(3) Primary emphasis in planning and operating these programs should be 
based on present and foreseeable national needs, rather than on Federal budget 
considerations. Public service programs should begin in 1960 and continue in 
recession or prosperity until the objectives of adequate public services in each 
category are reached. 


UNEMPLOYMENT A GROWING NATIONAL PROBLEM 


Mr. Bremiier. The persistent rise of joblessness, under generally 
“normal” economic conditions, has become a growing national prob- 
lem in the past 6 years. This condition is a threat to the stability and 
growth of our national economy and is contrary to the aims and intent 
of the Employment Act, which was adopted by a bipartisan majority 
of Congress in 1946. 

It is one of the many sad commentaries on these times of Govern- 
ment complacency that this rise in unemployment has continued so 
long, without public notice or action by those who are committed to 
uphold the laws of the land and to advance the general welfare. 

It is long since time that the persistent rise of so-called normal un- 
employment was reversed and full employment achieved by positive 
Government leadership and policies. 

More than five out of every hundred people in the labor force— 
3,426,000 in August—are unemployed at present, 16 months after the 
upturn from the 1958 recession. (Reported unemployment in August 
represented very little impact of the steel strike). 

Almost one-fourth of the unemployed have been jobless for 15 weeks 
or more. In addition, 2.5 million people were compelled to work part 
time in August, because of economic conditions. According to the 
most recent Department of Labor report, 6 percent or more of the 
labor force is unemployed in 35 major industrial centers and 124 
smaller industrial communities, with chronic substantial unemploy- 
ment in 70 areas. 

If the current drift of national economic policies and developments 
is not halted quickly, another recession in the next few years is not 
unlikely. Such a recession, starting from a high level of unemploy- 
ment, could raise the number of jobless toward 6 million or more and 
spread economic distress to many millions of families and hundreds 
of communities. 

In examining the alarming trend of joblessness in recent years, we 
find that the national economy never fully recovered from the reces- 
sion of 1953-54. During 1951-53, the years immediately preceding 
that recession, the average number of unemployed was 2 million, or 
3.1 percent of the civilian labor force. 

In 1954, the number of jobless persons rose sharply to 3.6 million, 
or 5.6 percent of the labor force. Although economic activities turned 
up in the latter part of 1954, and the next 2 years were hailed as years 
of peak prosperity, joblessness failed to decline to prerecession levels. 

In 1955-57, the average number of jobless was 2.9 million, or 4.3 
percent of the labor force. The number of unemployed had risen 
900,000 above the prerecession years 1951-53, and joblessness as a 
percent of the labor force had increased from 3.1 to 4.3 percent. 

The recession that started in August 1957, therefore, came after an 
incomplete recovery from the 1954 recession. It began from a rela- 
tively high level of unemployment, and at its worst point, the number 
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of jobless soared to over 5 million, or 714 percent of the labor force, 
in addition to widespread underemployment. 

Despite the upturn in economic activities since April 1958—and 
despite the fact that output, sales, and income have moved up beyond 
the prerecession peaks of mid-1957—joblessness has once again failed 
to fall to the levels that existed before the recession. 

The number of jobless in the past few months has been some 600,000 
greater than the 1955-57 average and the percentage of the labor force 
unemployed has risen from 4.3 percent, before the recession, to 5.1 
percent in recent months. 
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1 Seasonally adjusted. 
Source: U.S. Department of Labor. 





The recovery from the 1957-58 recession, therefore, is apparently 
as incomplete as was the recovery from the recession of 1953-54. 
Each of these recessions has left the Nation with still higher levels of 
joblessness. Indeed, the unemployment situation in these recent 
months of reported recovery is not much better than it was during the 
1954 recession. 

In the past 6 years, the average number of unemployed has risen 
1.5 million from 3.1 percent of the labor force to 5.1 percent, and there 
is no evidence in Government or private policies that this vicious trend 
is being reversed or even halted. 

The current unemployment situation may become worse in the 
months ahead if action is not taken, since the labor force is now ex- 
panding at a faster rate than in the recent past as a result of the 
increasing number of young jobseekers, born since the post-1939 
rise in the birthrate, who are entering the job markets. 


CAUSES OF PERSISTENT UNEMPLOYMENT 






There are numerous causes for the persistent rise of so-called normal 
unemployment. Most of them fall into these two categories: 

(1) The economy has failed to expand at a sufficiently rapid 
pace to provide enough new job opportunities for those who are 
entering the labor force, as well as for workers who may be dis- 
placed by rising productivity and technological change. 

(2) Structural changes, Sisaaty related to automation and 
rapid technological change, can be seen in declining employment 
in manufacturing, mining, and railroads, particularly for un- 
skilled and semiskilled workers, and in the speeding up of shifts 
in industry location, which have created an increasing number of 
distressed communities, whose major industries have shut down 
or moved elsewhere. 
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The following are several issues related to this growing social and 


economic problem that deserve the careful attention of this committee 
for the purpose of developing legislative and policy proposals for 
early remedial action by Government. 








NEED FOR ECONOMIC GROWTH 











Growth of the American economy has been cut almost in half 
during the past 6 years. Between 1953 and 1959 the increase in the 
volume of total national output slowed down to an average rate of 
2.7 percent a year compared to an average yearly rise of 4.6 percent 
between 1947 and 1953. The slow pace of economic expansion in the 
past 6 years has been insufficient to provide enough new job oppor- 
tunities for high national levels of employment. 

This problem can be seen in the following broad outline: In the 6 
years from August 1953 to August 1959, the civilian labor force 
expanded 5.7 million but employment increased only 3.9 million. 

As a result, the number of unemployed rose 1.9 million. The major 
reason for this rise in unemployment—this failure of the economy 
to create enough new job opportunities—was the slowdown in 


economic growth. 
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This problem of slow economic growth has arisen, in part, from the 
recurrence of two recessions in 6 years. During the years from 1953 
to 1959, the economy has spent almost half of the time in general de- 
clines and in returns to prerecession levels of output. 









RESTRICTIVE ECONOMIC POLICIES 





Furthermore, in this entire 6-year period, except during the worst 
months of recessionary declines, the Federal Government has con- 
sistently pursued restrictive economic policies, specifically designed to 
curtail economic growth and the creation of new job opportunities. 

Tight money, high interest rates, and attempts to balance the Fed- 
eral budget at low levels of output and income have slowed down the 
advance of the economy. 

During nonrecessionary periods they have created imbalances be- 
tween the weaker and more powerful sectors of the economy and have 
thereby contributed to bringing on general declines in sales, output, 
and jobs. The persistent rise of joblessness, therefore, represents in 
large measure the success of the Federal Government’s policies. 

The upturn from the past recession was underway for merely a few 
months when, in the summer of 1958, the Federal Reserve Board re- 
newed its restrictive policies of tight money and high interest rates, 
while the administration renewed its overriding emphasis on balancing 
the Federal budget at all costs. 
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The discount rate which the Federal Reserve System charges banks 
has been more than doubled since the summer of 1958, from 134 to 4 
percent. This is the highest rate in 27 years. 

The prime interest rate on loans which banks charge the large 
corporations, their best credit risks, is already at 5 percent—the 
highest rate in more than a quarter of a century. 

an rates for consumers, small businesses, farmers, and home- 
builders are 51% percent, 6 percent, or more, and it is likely that they 
will continue to rise if the administration and the Federal Reserve 
have their way. ; f 

These policies, whose purpose is to restrict the demand for goods and 
curtail the creation of new jobs, are being pursued vigorously, despite 
the persistence of relatively high unemployment. These policies rep- 
resent a threat that the current upturn from the 1958 recession may 
be soon undermined and the basis i a new recession established. 

The need is for a sustained and rapid pace of national economic 
growth in order to achieve and maintain full employment. The over- 
whelming majority of American families certainly do not need restric- 
tive economic policies which curb economic progress and create numer- 
ous economic and social difficulties. 

This committee would contribute much to the future welfare of the 
American people if it would examine the impact of restrictive mone- 
tary and budget policies on economic growth, employment, and un- 
employment. In this connection, it will find much useful material in 
the work of the Joint Economic Committee. 

With approximately 314 million unemployed (adjusted for sea- 
sonal variations), or over 5 percent of the labor force, it is essential 
for economic activities to rise rapidly enough in the months ahead to 
create about 114 million new job opportunities to achieve high na- 
tional levels of employment. 

That, however, would be only the beginning—certainly not the end— 
of the task. The labor force is continuing to expand, and output per 
man-hour of work is continuing to rise. These increases in both the 
labor force and productivity make it necessary for the economy to 
create an average of approximately 3 to 314 million new job oppor- 
tunities each year in the coming years if rising unemployment is to 
be avoided. 

The labor force is increasing at an accelerating rate. The increase 
in the birth rate since 1939 is beginning to have an impact on the 
number of new jobseekers. Between 1950 and 1955 the labor force 
grew 860,000 a year. It is expanding 940,000 a year in 1955-60, and 
is expected to rise by 1,250,000 a year, or an annual increase of over 
11% percent in 1960-65. 

Within the next few years, therefore, 1 to 114 million new job oppor- 
tunities will be needed each year for those who will be entering the 
job markets. In addition, output per man-hour of work, which has 
risen at a yearly average of 314 to 4 percent, can be expected to main- 
tain a rather similar pace in the years immediately ahead. About 
2 million additional new job opportunities in private activities and 
in Federal, State, and local government employment will be required 
each year if the economy is to avoid widespread labor displacement. 

The task ahead, therefore, is 114 million new job opportunities as 
rapidly as possible to achieve high national levels of employment and 
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an additional average of approximately 3 to 314 million new job 
opportunities each year in these next few years in order to maintain 
maximum employment. 

The Government’s restrictive policies that contributed to rising 
unemployment in the past 6 years will block such achievement if they 
are permitted to continue. Even if the Government’s curbs on eco- 
nomic growth and the creation of new job opportunities are lifted, 
however, positive policies will be required to achieve and maintain the 
goals of the Employment Act—“maximum employment, production 
and purchasing power.” 

To fulfill its obligation, this committee should investigate the admin- 
istration’s failure to live up to the intent of the Employment Act and 
should propose positive policies and programs to foster economic 
growth and maximum employment. 


TECHNOLOGICAL CHANGE 


Rapid technological change has been reducing job opportunities 
in such key economic ‘activities as manufacturing, railroads, and 
mining, particularly for unskilled and semiskilled production and 
maintenance workers. The decline has been especially pronounced 
in the past several years in which economic growth slowed down. 


TABLE 1.—Wage and salary jobs 


Manufac- Railroads Mining 
turing 








17, 238, 000 1, 207, 000 852, 000 
1 16, 527, 000 850, 000 1713, 000 


—357, 000 —139, 000 





1 Adjusted for seasonal variations. June 1959 was the most recent month before the steel strike. 
Source: U.S. Department of Labor. 


Although job opportunities have been increasing in professional, 
technical, and Government employment, in the services, and in clerical, 
wholesale and retail trade jobs, the problems of many if not most 
displaced workers have been extremely difficult. This is particularly 
true when the job losses occur in an economically distressed community 
or if the displaced workers are 45 years of age or older. 

A displaced auto or textile worker, baker, billing clerk, miner, or 
railroad worker cannot overnight become an engineer, technician, or 
schoolteacher. Nor is it easy for such a displaced worker to find a 
full-time job at about equal pay in retail or wholesale trade or the 
services. 

The committee would do well to examine as thoroughly as possible 
the social and economic impact of automation and rapid technological 
change, including such factors as: 

(a) What has happened to workers who have been displaced by 
rapid technological change in recent years? What kind of jobs, if any, 
do they have, in terms of greater or lesser skill requirements and 
increased or reduced pay? What programs can be devised by Gov- 
ernment to aid displaced workers and their families? 

(6) Are there sufficient and adequate vocational retraining facil- 
ities for displaced workers or for those who are moved from one job 
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to another in the process of technological change? Should the Gov- 
ernment devise some programs of financial aid to assist displaced 
workers and their families during the period of retraining? 

(c) Can the Federal, State, and local governments assist older 
workers—45 years of age or older—to find new job oppoxtunities at 
skills and wages that are similar to their past experience? What kinds 
of public and private assistance programs should be developed to aid 
older workers? 

(d) What are the prospects for labor displacement in the next few 
years—by industry and area—on the basis of business decisions and 
orders for new equipment? Is technological change now displacing 
wae or limiting job opportunities in clerical and trade employ- 
ment ¢ 

(e) Is the U.S. Employment Service adequately staffed and ad- 
ministered to assist displaced workers to find new job opportunities 
in their old skills, to advise and assist in obtaining retraining for new 
skills, to aid displaced workers to find new job oportunities in their 
new skills after retraining ? 

(f) What are the responsibilities of business management in easing 
the period of technological transition on workers, their families, and 
communities ? 

(g) The feasibility of a progressive reduction in working hours 
should be examined in terms of technological change and reduced 
labor requirements. 

(h) The impact of rapid technological change should also be viewed 
in the light of economic growth. If the economy fails to grow rapidly, 
the social and economic difficulties of rapid technological change will 
be great. A much faster rate of economic growth than in recent years 
can minimize the social and economic disruption of radical technolog- 
ical change. 


UNEMPLOYMENT INSURANCE AND PUBLIC ASSISTANCE 


The institutions that alleviate distress from unemployment were 
put to a severe test in 1958. A study directed toward renovating the 
unemployment insurance system might lead to significant improve- 
ments before the next recession. In addition, here there are important 
unknown issues involved in the administration of public assistance 
that should be examined. 

(a) The present unemployment insurance program is established 
in such a way that each State determines benefits, tax rates, operating 
reserve levels, and so forth. The incidence of unemployment in the 
last recession was different from one State to another. An investiga- 
tion of the financial experience of State plans, under stress, might re- 
veal an acceptable plan of reinsurance, whereby the States, in a 
limited way, could pool their resources to meet a national recession in 
which there are local concentrations of unemployment. 

(6) There are differences of opinion on in degree of effectiveness 


of unemployment insurance as an antirecession device. The reason 
for these differences is that we do not know exactly what proportion 
of the national wage and salary loss is replaced by unemployment 
insurance during the recession—at the beginning, the low point, and 
upturn. What changes in benefit levels or schedules would make the 
unemployment insurance system a more effective antirecession device? 
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(c) There is some concern whether competitive factors between the 
States are undercutting the unemployment insurance system. In their 
competition for industry, States feel some competitive pressures on 
their employer-paid payroll taxes, such as unemployment insurance 
taxes, and in some States the tax schedules diminish to zero. Is there 
any evidence to suggest that benefit levels or tax rates are influenced 
by interstate competition for industry—this question has not really 
had a hearing before a Government body. 

Is the situation serious enough to warrant a floor under either the 
tax rate or the benefit level, or both? Can such floors be best estab- 
lished by interstate agreements or through congressional action ? 

(d) Of all types of taxes, employers seem to be most negative about 
unemployment insurance taxes, despite the fact that these tax rates, 
relative to total payrolls, have declined substantially over the years. 
The main peculiarity by which unemployment insurance taxes differ 
from other payroll taxes is that they go up and down, depending on 
the volume of layoffs of each employer. To what extent does the 
uncertainty of the tax amount contribute to the negative attitude of 
employers toward unemployment insurance taxes ? 

(e) It is always stated that reemployment should be the basic 
objective and that unemployment insurance is a stopgap. In areas of 
continuing, chronic unemployment, however, the unemployed have 
little precise information and often no financial resources with which 
to make their future plans. 

To what extent is this immobility due to an absence of information 
on job possibilities? To what extent is it due to insufficient per- 
sonal finances? What kinds of relocation loans or grants would en- 
courage unemployed workers to leave distressed communities for job 
possibilities in other areas? 

(f) The changing technological character of industry not only 
causes workers to be laid off, but it makes them obsolete unless re- 
training opportunities are available. 

Are the requirements for entitlement to unemployment insurance 
consistent or inconsistent, under the State laws, with the need for 
retraining ? 

Can financial assistance for retaining be made a more positive part 
of the unemployment insurance program, or should it be provided 
in some other manner? 

(g) There is only vague information about what happens to people 
when their unemployment insurance is exhausted and on what com- 
munity resources they can depend for financial aid. 

How many people are turned away from general assistance because 
grants are not given to employables even when there are no jobs 
for them ? 

Aid is available for dependent children, but only when the father 
is absent or incapacitated—does this limitation compel fathers to 
desert their families so that they can get help from the community ? 
How many people cannot get public assistance because of residence 
requirements ? 

SHELF OF PUBLIC WORKS 


Two recessions in the past 6 years have been a drain on the American 
economy and on millions of American families. Every effort should 
be made to provide a balanced and growing economy, in which re- 
cessions can be avoided. 
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In the event of another recession, however, what can the Govern-' 
ment do to minimize its impact and reduce its duration? What pro- 
grams and plans can be prepared in advance, to be put into effect as 
soon as a general decline in economic activities occurs? 

This important area, concerning the development of prompt and de- 
cisive antirecession measures, deserves the committee’s most careful 
attention. 

One possibility, which has been discussed for many years, is a shelf 
of detailed public works programs that can be put inte operation or 
stepped up promptly—to provide jobs as well as orders for goods. 

What kinds of public works can be started or stepped up most 
quickly to produce the greatest increase in employment and in orders 

or construction materials? 

Is new legislation required to provide Federal coordination of 

ublic works programs and a national shelf of those types of Federal, 
tate, and local efforts that can be started or stepped up as soon as 
a recession begins? 

Is new legislation necessary to provide for prompt public works 
action, when a recessionary decline starts, and for a tapering off of 
this special action as the economy moves out of the recession to high 
levels of employment ? 

This committee should examine, in detail, the possibilities for de- 
veloping prompt antirecession devices that could minimize reces- 
sionary declines. The next recession should not find the Government 
without effective antirecession measures, 


DEPRESSED AREAS 


This important aspect of the problem of persistent joblessness 
requires congressional action as soon as the Congress meets again in 
January. 

There is little, if any, need, at this time, for further investigation 
—— subject, after so many years of congressional hearings and 

ebate. 

A bill that would have provided the start of a Federal program of 
assistance for depressed areas was finally passed by both Houses of 
Congress in 1958 and vetoed by the President. Another bill was 
_ by the Senate in 1959, but it was sidetracked in the House of 

epresentatives the past several months. 

There are many other aspects of this problem that deserve the 
committee’s attention, such as: 

The possibility of special aids for young people and for Negroes, 
among whom there is the largest concentration of joblessness. 

The placement of Government contracts in plants or communities 
that have been affected by defense cutbacks or changes in defense 
materials. 

The attempts by many communities in the Southern States to lure 
plants out of older industrial areas by low wages, antilabor laws, and 
free rent for buildings, as well as tax incentives, that are frequently 
financed by local bond issues that are exempt from Federal taxation. 

It is the sincere hope of the AFL-CIO that this committee will 
alert the Nation to the growing problem of persistent unemployment 
and will propose positive policies for Government action to achieve 
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and maintain “maximum employment, production, and purchasing 

wer.” 

We will be happy to be of any assistance that we can to the work 
of your committee. 

clones McCartuy. Thank you for your appearance on behalf of 
the AFL-CIO. 

Senator McNamara, do you have any questions ? 


SHIFTS TO TRADE AND SERVICE INDUSTRIES 


Senator McNamara. I want to say that I think the testimony pre- 
sented by Mr. Biemiller is very helpful to the committee. It raises 
many questions that we will certainly be seeking the answers to. I 
was wondering if he could answer a question that occurred to me 
while he was presenting his testimony here this morning. 

It appears that in the past 10 years there has been a considerable 
shift in the total number of employees employed in trades and 
services and against those employed in manufacturing industries. Do 
you have any statistics on that? What percentage of the total work 
force are employed in manufacturing as against trades and services? 

Mr. Bremitter. May I refer that question to Mr. Goldfinger of our 
research department ? 

Mr. Gotprincer. We do not have the percentage figures with us at 
the moment, sir, but we certainly have worked on them, and as you 
indicate, there has been an increasing percentage of the labor force 
employed in wholesale and retain trade and the services. 

Senator McNamara. It would be helpful to the committee as we 
try to get an overall picture of the pee to find out what per- 
centage of the problem is in manufacturing and what percentage 
is in what is commonly referred to as trades and services. Will you 
see that we get that ? 

Mr. Bremitter. That data will be sent to the committee, Senator. 

Senator McNamara. The chairman indicates that he has that. Who 
is this by ? 

Chairman McCarruy. This is a table derived from several official 
sources. It shows the trend of employment by major occupational 

roups—clerical, traffic workers, services, householders. This will be 
inserted in the record at this point. 
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(The table referred to follows:) 


TABLE 2.—Employment by major occupational group 
[Percent of total] 


Clerical and kindred workers. 

Professional technical, and kindred workers-.--- 
Managers, officials, and proprietors, except farm. 
Operatives and kindred workers 

Sales workers. 

Craftsmen, foremen, and kindred workers 
Service and household workers. 

Laborers, except farm 

Farmers and farm laborers 
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1 “Occupational and Industrial Distribution of Employment, 1910-50," by Gladys L. Palmer and Ann 
R. Miller, ‘In Manpower in the United States: Problems and Policies,’’ William Haber et al., editors, 
ch. VI, table VI-1, p. 87, 1954. 

2 Bureau of the Census, U.S. Department of Commerce, reports on population and the labor force. 

8 Projections by Bureau of Labor Statistics, ‘“The Shifting Industrial and Occupational Composition of 
the Work Force During the Next 10 Years,’’ by Ewan Clague, Commissioner of Labor Statistics, in an 
canes o = oo conference on changing character of American industry, Hotel Statler, Washing- 
ton, D.C., Jan. 16, 1958. 


Notre.—Data for years since 1950 are not strictly comparable with figures for earlier years. However, 
they indicate the trend. 


Sources: 

“Historical Statistics of the United States,” U.S. Department of Commerce, tables B-2, D-2. 

Employment and Earnings Reports, Bureau of Labor Statistics, U.S. Department of Labor. Data on 
agricultural employment from Bureau of the Census, U.S. Department uf Commerce. 


Senator McNamara. I think this will take care of the matter gen- 
erally but I would like to have your reaction to this table. I have 
known the AFL-CIO to be in a disagreement with some of the Depart- 


ment of Commerce’s figures before. 
Mr. Bremitier. We will be happy to get the data for you. 
(The tables referred to follow :) 


[From Labor’s Economic Review published by AFL-CIO, October 1958] 
Nonagricultural employment 


TABLE 3.—Nonagricultural employment 


[In millions] 


Actual Estimated | Percent 
in- 
crease, 
1919 | 1939 | 1957 | 196: 1975 | 1957-75 


Total! 26.8 | 30.3 | 52.1 4 43.8 
Mining pe | .8 .8 ‘ 37.5 
Construction 1.0 12] 2.8 5 75.0 
Manufacturing 10.5 | 10.1 | 16.8 3. 40.5 
Transportation 3.7 | 2.9 2 5. 3 23.8 
Trade, wholesale and retail... 4.7 . 6 aa an 49.6 
1.0 s 2. é 4 6 78.3 
2.1 3. 3. 6 9.6 52.4 
2.7 ; 6 .€ 9.6 26.3 














1 Data will not necessarily add to totals because of rounding. 
Source: Bureau of Labor Statistics. 
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TABLE 4.—Geographical shifts of nonagricultural workers 


[In millions] 


1939 1949 1939-49 1957 1949-57 
Region numter | numter | percext | numter | percent 
ofem- | ofem- | increase} ofem- | increase 

ployee; | ployees ployee: 





New England (Maine, New Hampshire, Vermont, Massa- 
chusetts, Rhode Island, Conrecticut) .--.. 

Middle | tlantic ew Y ork, Pennsylvania, *~ ew Jers ey) 

South ‘ tlantic (Wes st Virginia, Maryland, Pelaware, \ ir- 
ginia, North Carolina, South Carolina, Ge wegia. Florida) 

East South Central (Kentucky, Tennessee, Alabama, 
Mississippi) 

East North Central (Wisconsin, " Michigan, Illinois, 
Indiana, Ohio) _- 

West North Central “(North Dakota, South Dakota, 
Nebraska, Kansas, Missouri, Iowa, Minnesota) ...-.--- 

West South Central (Oklahoma, Texas, Arkansas, 
Louisiana) ---- 

Mountain (Idaho, “Monts ana, W yoming, Colorado, New 
Mexico, Arizona, Nevada, U tah) - : 

Pacific (California, Oregon, W: ashington)_..--- Sitacnteds 


Total! 


! Data will not necessarily add to totals because of rounding. 
Source: Department of Labor. 


Chairman McCarruy. Senator Hartke? 
MINIMUM REDUCIBLE UNEMPLOYMENT 


Senator Harrxe. Mr. Biemiller, do you have any fixed number or 
percentage of people that you think should be the minimum of unem- 


ployed people in the United States of America? We have this con- 
versation that goes on that we cannot anticipate any reduction below 
a certain number, that there will always be a certain percentage of 
unemployables ? 

Mr. Bremer. Senator, may [ answer that by quoting from the 
April 1959 issue of the AFL-CIO’s publication, Economic Trends and 
Outlook. In that issue we said this: 


In a study of unemployment, published by the National Bureau of Economic 
Research in 1957 Stanley Lebergott of the U.S. Bureau of the Budget writes that 
workable full employment can be defined as an unemployment level of less than 
3 percent of the labor force. He states, “Let us arbitrarily define workable full 
employment to adapt an admirable phrase of J. M. Clark’s, as the level achieved 
at least 1 year in 4 during the past half century. If we do so, the percentage 
of the civilian labor force totally unemployed at full employment would be 
less than 3 percent.” 

I don’t mean to infer that we would necessarily agree that the 3 
percent is the absolute ideal figure, but certainly we would agree that 
anything above 3 percent is getting us into very severe trouble. And 
as we said in our full statement, we are becoming most alarmed at a 
nation that begins to complacently accept 4.5 or 5 percent or more as 

“normal” unemployment, and we think that probably this historic 
record of just under 3 percent is probably about the best figure one 
can get for so-called frictional unemployment. 
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COMPARABLE UNEMPLOYMENT DATA—UNITED STATES, UNITED KINGDOM, 
AND WEST GERMANY 


Senator Harrker. Would there be a difference in the unemployment 
situation in the United States and in the United Kingdom and also 
in Western Germany? At the present time there is an unemployment 
figure of 1.4 percent in Western Germany and 1. percent now in Eng- 
land, and 5.8 percent in, I think, January or February of this year? 

Mr. Bremitter. May | ask Mr. Goldfinger to comment on that? 

Mr. Gouprincer. There are some differences, Senator. There are 
differences in the first place in the method of counting unemployment. 
The British and the Germans count unemployment in a different way 
from what we do. Our figures are much more inclusive, and theirs 
are on a narrower basis. 

It is interesting, however, that in Great Britain when unemploy- 
ment reaches 2 percent or a little over 2 percent, everybody in the 
country becomes quite concerned with the problem, including the Tory 
Party, a situation which is quite different from the complacent situa- 
tion here. 

And perhaps a 2 percent unemployment level in Britain may be the 
equivalent of a 2.5 or 3 percent unemployment level here. I mean, in 
other words, the difference may be something like a half of 1 percent 
or a full percentage point between the British way of counting and our 
way of counting unemployment. 


DANGER OF INCREASING UNEMPLOYMENT 


Senator Harrke. There is some talk also by some economists today 
that we can anticipate another depression or recession by 1961 and 
possibly another one by 1965. In the event that is the anticipated 
future of our economic conditions, are we going to at the present time 
get out of this one in time to get into the next one? 

Mr. Gotprincer. As you say, there is an increasing and an alarming 
acceptance of the idea of another recession sometime in 1961, and 
another possibility in 1965 based on the past experience of recessions 
recurring in about every 4 years. That has been the experience ever 
since 1949. It has been the experience with 1953 and 1957-58. One 
of the things that bothers us to an extreme extent is the frequency of 
these recurring recessions, because they are a drain on the entire na- 
tional economy. 

They cut down on the growth of the economy. They increase unem- 
ployment and they are not inevitable. 

Secondly, the experience ever since 1953 has been that we have come 
out of each recession, sir, with higher levels of unemployment. We 
came out of the 1953 recession with higher levels of unemployment 
than we had before that. We seem to have come out of the 1957-58 
recession with still higher levels of unemployment. If this thing 
persists we are going to hit 6, 7, or 8 million unemployed sometime 
within the next decade, and perhaps even more than that. This is a 
growing problem of national concern as far as we see it. 
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FATE OF REPLACED PERSONS 


Senator Hartke. Have you done any research in the field of finding 
out what happens to these people that leave the farms in increasing 
numbers? Are they materially affecting the unemployment roles? 

Mr. Gotprincer. We don’t know precisely the answers to that ques- 
tion. This would be one of the things that I think the committee 
could possibly get at by asking the Census Bureau ha and the 
people at the Department of Labor to look into these problems. If I 
may, I would add not only what happens to the people who were 
displaced from agriculture and who look for job opportunities in 
the cities and towns, but also what happens to displaced manufactur- 
ing workers. 

What happens to displaced miners and railroad workers? 

Where are they on the current scene? What kinds of jobs, if any, 
do they have? We don’t have this kind of information. We have 
asked the Census Bureau and the Department of Labor on numerous 
occasions for this kind of information. 

Senator Hartke. Thank you, that is all that I have, Mr. Chairman. 

Chairman McCarrtuy. The Senator from Michigan ? 

Senator McNamara. I have a news clipping here of a few days ago 
making reference to expressions on the part of two economists. One 
of them is a Harvard economist, John Dunlop, who advances the idea 
that the Government should conduct hearings from time to time to 
keep in touch with the changes in our economy. The last part of the 
news item is from a Yale economist, Neil W. Chamberlain. He recom- 
mends that the Government set up a special program to help jobless 
workers to sell their homes, encourage them to leave areas of chronic 
unemployment. He says that many unemployed workers stay in the 
distressed areas because they fear they will lose money if they sell 
their homes in a declining market. 

Now that Yale economist doesn’t seem to me to be a very practical 
man, and this is not uncommon I guess for economists, but the prob- 
lem today is where would a fellow go? If you were working in one 
of these depressed areas that he makes reference to here, where would 
you go to look for a job? 

Is there any place that any substantial number of people can sell 
their homes and go to look for a job? I am getting back now to this 
hunting dog and kennel dog equation we heard so much about a few 
years ago. 

Are there substantial job opportunities where people can seek work 
these days? 

Mr. Gorprincer. Offhand, sir, I know of no areas reported by the 
U.S. Employment Service or the U.S. Department of Labor which 
have shortages of jobseekers. In other words, as far as I know, there 
are no such areas. There may be demands for specific types of 
workers with specific types of skills, but those are the rare examples. 
In general I would certainly agree with what you have said, yet the 
professor’s suggestion is worth careful examination for the future. 

Senator McNamara. There is no indication in any information that 
I am able to secure that job opportunities for skilled people in the 
accepted term, and I don’t mean the new skills that have not really 
been developed yet, are not being filled. 
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They are being filled right along, aren’t they? You have people 
constantly moving into these areas. That is particularly true in the 
construction business and it always has been. It is an accepted thing 
that the mechanic goes where the job is. There has been no change 
in that, has there? 

Mr. Brermititer. Not that we are aware of. Certainly as you say 
the boomer is an old-established custom in the construction trades. 
On the other hand, I have just recently been on the west coast and dis- 
covered that in the supposedly thriving area of Los Angeles there is 
tremendous unemployment among carpenters, for example. 

I happened to be visiting with the Carpenters Union people while 
I was out there. Now I would like to comment if I may briefly on 
that first quote that you read from Dr. Dunlap. I think all that Dr. 
Dunlap was really saying there is what we also have implied in 
practically every page of our testimony. 


UNEMPLOYMENT ACT NOT CARRIED OUT 


We think this administration has been very negligent in its duty in 
carrying out the intent of the Employment Act. We think there has 
been a not too subtle change in the role of the Council of Economic 
Advisers. Those of us who worked in passing the Employment Act 
were under the impression that in setting up the Council of Economic 
Advisers we were setting up a group that would be keeping in close 
touch with economic conditions in the country and that would from 
time to time make its recommendations to the Congress as to what 
kind of action was needed. 

Now there has been a singular lack of those kinds of recommenda- 
tions during the past half dozen years, and we feel it is high time 
that the Employment Act be brought to bear under the original in- 
tent of the Congress that passed it, and I hope that that is one of 
the matters which this committee is going to look into quite carefully. 

Senator McNamara. I would like to ask the witness and his aids 
a question or two. As I look at these statistics on the increase in gross 
national product in relation to the number of employed, I note that 
from the period 1947 to approximately 1956 as the gross national 
product increased the number of employed increased also. 

It may not have been in proportion but it was a relative increase. 
In the period from 1957 on, however, it appears that even with an 
increase in the gross national product that the number of employed 
did not increase proportionately and that you had a greater propor- 
tionate increase in the number of unemployed. 

My question is a general one as to whether or not this reflects changes 
in technological processes in the management of our economy or is it 
rather a reflection, as in part it is, I know, of an increase in the number 
of jobseekers in the United States? 

Mr. GoLpFincer. I would say, sir, that it is a combination of the 
two reasons that you mentioned, but the primary factor I would think 
is the failure of the economy to grow at a sufficiently rapid rate. The 
economic growth of the United States has slowed down considerably 
within the past 6 years, partly because of the recurrence of two reces- 
sions in 6 years, and partly because of the Federal Government’s 
deliberate policies to slow down and to curb economic growth and the 
creation of new job opportunities. 
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After all, it was to curb economic growth and to curtail economic 
progress that the tight money policy has been installed, and the other 
restrictive policies of the Federal Government. 

In addition to that, there has been technological change. It is my 
belief and the belief of many economists, sir, that the social; and 
economic impact of technological change can be minimized, at least 
to some extent, by a more rapid rate of economic growth. In other 
words, a faster rate of economic growth is essential. It will not solve 
all the problems. There still will be structural workers, problems of 
distressed areas and problems of displaced workers. But both of these 
aspects, the aspect of economic growth and the structural aspect, both 
would have to be handled as far as I can see it. 


PROPOSED CHANGES IN UNEMPLOYMENT INSURANCE 


Senator McNamara. The second question. In your testimony either 
in the paper or in a question which you recommended that the com- 
mittee pursue, you also raise a point as to whether or not the present 
unemployment compensation program was really an effective anti- 
recession device. I would like to raise two questions. 

One, was it conceived really for that purpose up to this point or 
has it been more in the nature of kind of a relief measure to those who 
are unemployed? Second, do you have any opinion with regard to 
proposals such as those that have been made by Mr. Galbraith as to 
a graduated increase in unemployment compensation which would be 
related to the general trend of the economy or the duration of the 
unemployment ? 

Bir. BreMiLter. May I call on Mr. Munts who is our expert in this 
area ? 

Mr. Mounts. In answer to the first part of your question, I think that 
there is general agreement that the unemployment insurance program 
was conceived in large part as a wage replacement system both in 
order to provide nondeferable expenditures for the unemployed 
worker, but also in order to provide a substitution for lost cociinaiion 
power. 

Our concern with the health of the unemployment insurance pro- 
gram is that the States have been reluctant to raise the maximum bene- 
fit amounts to do the job intended, replacement of a portion of lost 
wages. 

A smaller and smaller proportion of the wage loss is being replaced 
because these maximum weekly benefits amounts have not been 
raised sufficiently to keep up with the general inflationary movement. 

Now in answer to the second part of your question, I think there 
were two unique aspects to the Galbraith proposal, the first being that 
he suggested a much more liberal benefit payment. We certainly 
agree that payments should be increased. 

The second part of his proposal is a little less clear. He suggested 
that the amounts of benefits change with the amount of unemploy- 
ment, not defining really which area we are going to use to measure 
the unemployment. 

_ There is a danger in this approach because if the Nation as a whole 
is used as a basis for computing the triggering point at which higher 
benefits or longer duration should go into effect, there may be States 
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or communities with severe unemployment where the people would 
receive no benefit from the more liberal policies. 

If the State were selected as the unit for measuring the amount 
of unemployment to determine whether or not higher benefits and 
longer duration should be triggered, what about a situation in a local 
community which has 10 or 12 percent unemployed, while the State 
as a whole is perhaps only 4 percent unemployed? Is that community 
to be deprived of adequate unemployment insurance benefits? These 
are the kinds of questions the Galbraith proposal raises that I think 
are certainly deserving of study by this committee. 

Chairman McCartuy. One final question: As to the contributions 
to the program at the present time, it is generally accepted that they 
are based upon the experience in the industry. If your industry is 
one in which there is seasonal employment and there is a high unem- 
ployment record, the contribution is correspondingly higher, is it not ? 

If we accept this to be the case, we should have in the program a 
contribution which is related to that. But it is also clear in many 
cases that unemployment is really not the responsibility of the par- 
ticular industry but it reflects general conditions in the economy as 
a whole. 

Would you recommend that perhaps a more effective unemploy- 
ment compensation program would combine both ideas; that is, one 
in which a part of the contribution reflects the seasonal character or 
the variation in employment in the industry itself, but that when 
unemployment reaches a certain point in a specific industry, that 
there arises a social obligation, an obligation which should be shared 
more broadly by the whole economic community ? 

Mr. Mounts. Yes, in general, I agree: this is an entire area that 
needs defining, and precision, in terms of what is actual experience 
under the experience rating that is used. 

I would hesitate to make any broad adjustment, because I don’t 
think we have the information as to how the experience rating system 
really operates in terms of the extent to which it stabilizes employ- 
ment, by providing a financial incentive to stabilization. 

And I don’t think we have a picture of whether the incidence of 
the unemployment insurance tax is actually on the employer, the public 
or the employee. 

There are numerous questions of an important sort here that have 
never been properly investigated. 

Chairman McCarruy. Any other questions? The Chair wishes 
to thank the witnesses for their testimony. 

Mr. Bremitzer. Mr. Chairman, may I say, Mr. Chairman, we very 
much appreciate the opportunity to appear. May I say further on 
behalf of AFL-CIO, we were pleased to note the composition of this 
committee, both the chairman and the members, because we feel certain 
that this problem has been put in the hands of a group of Senators 
who do have a genuine interest in the question of unemployment, that 
we are sure that you will make every effort you can to come up with 
an answer that will be helpful to the American people. 

Chairman McCartuy. The Chair wishes to state that we expect 
those members who are not here this morning to join the committee 
soon. All the members of the committee have indicated a great in- 
terest in participating in the hearings. The Chair would remind the 
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witnesses that we hope they will be attentive to the testimony which 
is given us by the other witnesses, so when we eventually get around 
to drawing conclusions, we will have the benefit of their additional 
views and commentary. 

Mr. Bremitier. We are very happy to doso. 

Chairman McCarruy. It has been the opinion of the chairman of 
this committee—before he was appointed the chairman—that it might 
be a good rule to establish that anyone who wished to testify had to 
attend all the hearings; then the witness would know what had been 
said before and after he spoke, and, of course, in the long run this 
might have a bearing upon the length of the testimony which would 
be submitted. 

We wish to thank the witnesses. 

The next witness scheduled is Mr. Walter Fackler, assistant director 
of economic research department of the U.S. Chamber of Commerce. 

Mr. Fackler. 


STATEMENT OF WALTER D. FACKLER, ASSISTANT DIRECTOR 
OF ECONOMIC RESEARCH DEPARTMENT, U.S. CHAMBER OF 
COMMERCE 


Mr. Facxier. I am Walter D. Fackler, assistant director of eco- 
nomic research of the Chamber of Commerce of the United States. 
I am here at the request of the committee to discuss unemployment 
and to suggest areas of study and lines of inquiry which may be 
pertinent to the investigation being conducted by the committee. 


PROGRAM FOR COMMITTEE 


Because of extremely short notice, I can offer only an abbreviated 
statement. I hope, however, that my observations and thoughts 
contain some constructive content which will help the committee in 
its study and deliberations. 

1. Nature of available unemployment statistics 

First, it seems to me, the committee should study carefully the 
information available on unemployment—what it means, and what it 
does not mean. This suggestion may seem obvious and gratuitous, 
but it is of prime importance. Often we are prone to discuss unem- 
ployment in global terms—as a total number or as a percentage of 
the labor force. Yet there is no global measure of unemployment 
which gives meaningful answers to the many different questions which 
rise up to command attention. 

Many of us recall the whimsical character, Elwood Dowd, in the 
play “Harvey.” Whenever any one asked if he could help him, 
Elwood would respond with something like this: 

“Now that’s very thoughtful of you. What do you have in mind 2” 

So it is with employment and unemployment data. The relevance 
of the data and the kinds of measures used depend on what we have 
in mind, the questions we seek to answer. If we are looking coldly at 
unemployment as an economic problem—as production lost because 
of involuntary unemployment, the appropriate measure is quite dif- 
ferent from one which would help us to assess the social welfare 
problem in warmly human terms. 
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I need not go into details. To illustrate the nature of the measure- 
ment problem let me simply raise a few questions : 

When is a person in or out of the labor force? When is he willing 
and able to work? At what price and in what occupation is he able 
and willing? When is he unemployable? When is he under- 
employed? What is the average duration of unemployment? Where 
does the incidence of long-duration unemployment fall? To what 
extent is unemployment associated with economic distress? How can 
underemployment be identified and measured? How good are the 
seasonal adjustments in the data, especially at different phases of 
the business cycle ? 

The list of questions could be greatly extended. 

Quite a number of years ago Prof. Clarence Long, who I under- 
stand, will appear here on your labor panel tomorrow, of the Johns 
Hopkins University, made what has always seemed to me to be an 
eminently sensible suggestion. He proposed that we collect our 
employment and unemployment data in detachable parts; by so doing 
we could select various components and put together the proper 
measure of unemployment for the particular problem at hand 
(Quarterly Journal of Economics, 1942, 57: 1-30). 

In spite of the improvements in our data, they are still inadequate 
for many purposes. But no matter what further improvements may 
be made, some basic conceptual problems can never, in the nature of 
the case, be resolved in a completely satisfactory manner. And, of 
course, no amount of improvement would prevent the data from being 
misused and abused. 


2. Natural and causes of unemployment 

Second, the committee will want to look at the nature and causes 
of unemployment. In this area there are many complex questions 
which require careful and dispassionate analysis. All too often emo- 
tionalism obstructs analysis, and candor is villified as callousness. 
When unemployment is accompanied by hardship and distress, it is 
the human suffering, and not necessarily the unemployment, which is 
the social problem. Economic distress can be ameliorated by respon- 
sible public and private policies, but no amount of self-righteous 
solicitude will cure unemployment or problems attendant thereto. If 
the causes of unemployment are not properly understood or if perspec- 
tive is lost, rational solutions are not likely to be forthcoming. <A 
certain amount of unemployment is normal and inevitable. It is not 
possible to eliminate all unemployment, nor is it feasible to attempt 
to do so, but this does not mean that we should not try to minimize 
unnecessary unemployment and to alleviate distress from whatever 


cause. 
THREE TYPES OF UNEMPLOYMENT 


Economists usually distinguish among three or four types of unem- 
ployment: (1) Seasonal unemployment; (2) frictional and structural 
unemployment, and (3) cyclical unemployment. 


a. Seasonal 

A certain amount of seasonal unemployment seems inevitable be- 
cause of the supply or demand conditions that prevail in certain indus- 
tries and because of certain institutional factors. Agriculture and 
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construction are obvious examples of industries having seasonal 
changes in employment stemming from weather and other conditions 
which affect production. In other industries it is demand which is 
concentrated at certain seasons of the year. As a result there is 
usually some instability in the demand for the labor which produces 
the product or service involved. Perhaps the most important form 
of seasonal unemployment occurs early in the summer when large 
numbers of young people and students enter the labor force, some 
permanently and some on a temporary basis. It takes time for these 
entrants to the labor force to find the kind of employment they seek 
and to be absorbed into productive activity. 

b. Frictional and structural unemployment 

Frictional and structural unemployment may be considered together 
since the distinction between them is merely one of degree. In a free 
economy at any point in time there are always quite a number of people 
who are temporarily out of work. Such unemployment may be volun- 
tary or involuntary, of short duration or long duration, painful or 
painless; it may arise from changes in demand, in technology, or in 
the conditions of labor supply. People move from one job to another 
seeking greater job satisfaction or pecuniary reward. Shifts in the 
demands of consumers, business, and government make it necessary for 
people to shift from one industry to another, from one occupation to 
another, or from one region to another. Technological change and 
the substitution of capital for labor displaces labor which must be 
relocated in other productive employments; at the same time these 
changes often open up new and different job opportunities elsewhere 
in the system. 

In a free and growing economy a certain amount of frictional and 
structural unemployment is necessary and inevitable. How much is 
necessary and desirable depends on the degree of labor mobility, the 
mobility of other resources, and the other goals of public policy. 
These matters will be touched upon a little later. 

e. Cyclical unemployment 

Cylical unemployment occurs during a recession; it results from 
fluctuations in the general level of economic activity. In a growing, 
changing economy we must expect periodic fluctuations in levels of 
aggregate demand, income, ro employment. Though cyclical un- 
employment means a significant rise in the total amount of unemploy- 
ment in the system, it is usually rather selective; it tends to be 
concentrated in sensitive industries such as those producing capital 
goods and consumer durables. To maintain reasonably high levels 
of employment and to avoid mass cyclical unemployment is one goal 
of public policy. Just where we should pitch this goal depends on 
understanding of our economic system and the importance of the 
other goals or values we are striving to attain or preserve. 


UNEMPLOYMENT A FUNCTION OF ECONOMIC FREEDOM 


Stuffing unemployment into various classificatory pigeonholes is, 
of course, only a useful first step. The committee is, I assume, chiefly 
concerned with abnormal and persistent unemployment and with the 
human problems which stem from even its normal and less persistent 
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forms. ‘If we are honest with ourselves, I think we must recognize 
that all three forms of unemployment mentioned here have good and 
bad features, depending on the volume and the circumstances. Un- 
employment may be: (1) A positive economic good; (2) a necessary 
evil; and (3) an unnecessary evil. 

Seasonal unemployment, for example, as represented by new en- 
trants into the labor force, is part am parcel of economic freedom— 
freedom to pursue an occupation of one’s own choosing. The high 
degree of mobility among younger workers seeking to better them- 
selves and to find the right niche increases the statistical count, but 
we would hardly call it a problem. Much frictional unemployment 
is of the same nature. It is simply evidence that in our system people 
are energetic and free to seek their own ends and opportunities with- 
out arbitrary restraint. We would not have it otherwise. 

Frictional or structural unemployment may be a necessary evil, 
especially when it results from changing demands or technology. 
Such unemployment is part of the process of economic adjustment, 
one of the costs of economic growth and change. In short, it is part 
of the price we pay for rising real income and expanding economic 
opportunity. Fortunately, much economic adjustment is relatively 
painless and almost unnoticed; it takes place by normal entry to and 
exit from the labor force, and by attrition rather than displacement. 

Even a certain amount of cyclical unemployment has its good as 
well as its bad features. As with true love, the course of economic 
growth is never completely smooth. We must expect some ups and 
downs in the level of economic activity. 

Indeed, our economic system must have some elbowroom, sufficient 
flexibility for normal and necessary fluctuations—to occur in employ- 
ment, output, income, and prices—if we are to avoid the severities of 
major dislocations and breakdowns. Our goal should be to keep 
fluctuations from getting out of hand and to keep them damped down 
within a reasonably narrow range. If we can maintain orderly eco- 
nomic growth with only short and moderate deviations above and 
below a realistic full employment norm, the problem of cyclical 
unemployment will be manageable, though it will never disappear. 


AVAILABLE UNEMPLOYMENT 


What this committee should seek to do is to identify that part of 
unemployment, of whatever kind, which is clearly unnecessary. This 
task will not be as simple as it may sound, and some legitimate differ- 
ences of opinion are to be expected. There are diverse reasons why 
pockets of unemployment may persist for considerable periods of time 
in particular industries or regions, even when the economy as a whole 
is enjoying high levels of prosperity. There are many reasons why 
reemployment will lag behind general recovery during the upswing of 
the business cycle. And there are many reasons why some seasonal 
unemployment reoccurs persistently. The causes of unnecessary un- 
employment are deeply imbedded in our social, economic, and political 
institutions—in unwise governmental, business, and labor policies, and 
in sociological forces which reduce the flexibility and adaptability of 
the economic system. 

An example may help to clarify this point. There is much interest 
these days in so-called depressed areas, otherwise known as distressed 
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areas or areas of chronic labor surplus. Depressed areas are not sim- 
ply one malady; they are evidence of many. Just asa fever is sympto- 
matic of many bodily ills, so chronic unemployment is sympomatic of 
several different economic ailments. In some cases, localized depres- 
sion results from depletion of natural resources coupled with a labor 
force of low grade skills or very specific skills which cannot be readily 
used in other productive employments. In other cases a highly skilled 
and versatile labor force may suffer prolonged unemployment because 
of a bad business climate. Where there is a record of bad labor- 
management relations, featherbedding, corrupt local government, poor 
law enforcement, punitive taxes, and the like, business and investors 
will naturally shun such areas. No amount of hortatory, witch hunt- 
ing, or uneconomic subsidization by use of Federal funds is going to 
change such a situation. Honest self-evaluation and local initiative is 
a precondition for recovery. 

This example is illustative only. There are many other disemploy- 
ment forces, unnecessary disemployment forces, which merit sober and 
detached consideration. Some of them are summarized in a short 
statement published by the national chamber earlier this year entitled 
“Disemployment Forces and Reemployment Prospects.” I have 
copies for the members of the committee, Mr. Chairman, and I ask 
that it be made a part of the record. It is a very short nine-page 
statement. 

Chairman McCarruy. Without objection, it will be entered. 

(The document referred to follows:) 


DISEMPLOYMENT F'oRCES AND REEMPLOYMENT PROSPECTS 


Our economy as a whole recovered rapidly from the 1957-58 recession. Within 
less than 1 year of the low point, industrial production and real income exceeded 
the prerecession levels. But reemployment of idled workers lagged. Why had 
it not kept pace? 

To understand the reemployment lag is not the same thing as to justify in- 
voluntary unemployment. For any man—and his family—involuntary unemploy- 
ment is a serious personal matter. 


THE PROBLEM 


For several years before the onset of the 1957-58 recession, unemployment 
showed very little change other than the seasonal. The number of jobless aver- 
aged under 3 million, about 4.1 percent of the civilian labor force. This is what 
economists call “frictional unemployment” i.e., people change jobs and are thus 
temporarily unemployed. 

Actually, frictional unemployment is too loose a phrase to cover numerous 
factors which explain a “normal” unemployment of about 3 million. 

About a million additional persons are added to the labor force annually— 
several million youngsters and others enter the labor force for the first time. 
It may take weeks or months for some of them to find a suitable job. So, these 
may be counted as unemployed. 

Women constitute half the increase in the labor force in recent years; many 
move in and out of the labor force from time to time for personal reasons. 
Some of them may be identified between jobs as unemployed. 

Also, we have an enormous geographical migration of workers. For example, 
from March 1957 to March 1958, between 5 and 6 million workers migrated 
from one State to another; in this same period, 11 million migrated from one 
county to another. Again, some of these migrants may have been delayed be- 
tween jobs and counted as unemployed. 

In addition, we have many millions of people who deliberately separate 
themselves from the labor force in the course of a year. For example, from 
May to June 1958, 2.2 million nonagricultural workers were added to the labor 
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force along with avout 1.1 milion agricultural workers. But in the same period, 
2.2 million other nonagricultural workers voluntarily withdrew from the labor 
market, and some 500,000 agricultural workers did the same. In this same 
period, 2.5 million workers became unemployed, but another 2.2 million workers, 
formerly unemployed, left the labor force or found jobs. 

Thus, when we speak of some 3 million workers as normally unemployed, we 
are using a very general label to embrace an estimated residual derived from 
some very large numbers of new entrants, temporary withdrawals, migrants, 
ete. This number of unemployed in a labor force of nearly 70 million is not 
very large. Considering the magnitude involved, it is not surprising that the 
unemployment figure should rise or fall by several hundred thousand from time 
to time, even during prosperity. 


The core of the problem 

But when the unemployed reach 4 or 5 million, it should be the number 
above the figure of around 3 million which becomes the cause for public concern 
(see charts and tables in the appendix), even though in popular discussion 
it is the total figure which somehow always gets played up. 


Shortrun view 

However unfortunate the hardships imposed on the unemployed man and 
his family, the lag between output increase and employment is one characteristic 
of the recovery phase of recent recessions, as was the lag in the opposite direction 
in the early stages of our recent recessions, when output declined more rapidly 
than employment. 

Employment in administrative, sales, technical and professional work tends 
to remain relatively stable in the face of declining output. This has been 
characteristic of our three postwar recessions. As our economy has advanced 
and the process of production has become increasingly more complicated and 
costly, the number of these workers has grown sharply and now comprises 
about 25 percent of total employment in manufacturing industries. The number 
of nonproduction workers reached a peak of 3.9 million in the summer of 1957, 
and leveled off in the recession at about 3.8 million. 

The stability of employment in these fields is due to the fact that this work 
must be continued even in the face of declining output. Prudent regard for the 
future requires the continuation of many research and development programs. 
Employers find it necessary to hold on to scarce and highly trained workers in 
whom they have already made a large investment. 

But this stability of employment during periods of economic contraction in 
nonproduction activities means that there is little need for expanding these 
groups during early recovery. As indicated by Labor Department figures, from 
April 1958 (the recession low) through December 1958, nonproduction worker 
employment remained stable, while production worker employment increased by 
420,000. 


Longrun view 


The longrun growth of nonproduction or white-collar workers is in marked 
contrast to the frequent instability and general lack of growth in production or 
blue-collar workers. Even during the industrial expansion of 1955 and 1956, 
employment of production workers was lower than in 1953; in 1953, it was lower 
than in World War II. Moreover, production worker employment has dropped 
sharply during cyclical downturns. There are several reasons for this. 


ECONOMIC FORCES AT WORK 


Changing composition of consumer demand 


As our economy has developed and we have become richer, consumer demands 
for the products of the different industries and areas of our economy have not 
grown at identical rates. Increase in the demand for the products of service-type 
industries, for example, has far outstripped the growth rate of demand in the 
goods-producing industries—manufacturing, mining, construction, and agricul- 
ture. As a result, more than half of our work force is now employed in service- 
type industries and the proportion has been growing larger every year. 


1Statement of Ewan Clague, Commissioner of Labor Statistics, U.S. Department of 
Labor; hearings before the Joint Economic Committee, Congress of the United States, 86th 
Cong., 1st sess.; Government Printing Office, Washington, D.C.: 1959, p. ff. 
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Disparity in costs of labor and capital 

Another reason for the long-term decline in blue-collar workers in manufactur- 
{ng and some other industries is the higher cost of this type of labor relative to 
producer goods or machines. In part, this disparity of costs is the consequence 
of our economic growth; in part, it is the result of rigidities introduced into our 
system by Government and union policies. 

Our economy approximated full employment in the years 1929 and 1955. But 
between 1929 and 1955 the direct cost of labor (average hourly earnings) in 
manufacturing more than tripled (not counting many of the fringe costs), 
whereas the cost of machinery (durable equipment) did not quite double. This 
cost disparity has provided employers, subject to vigorous competition, with an 
incentive to substitute machine power for manpower. 


Economic growth as a contributing factor 

Our economie growth has made possible the accumulation of much useful 
knowledge which has stimulated improvement in the quality both of labor and 
of capital.2 An airplane built today, for example, is a better mode of air trans- 
portation than one built in 1940. So it is with other types of durable and non- 
durable products. 

But quality improvements are not limited to capital. The quality of labor also 
has improved—in terms of abilities and skills, general education, and specific 
job training. The importance of these quality improvements on the Nation’s out- 
put is demonstrated by estimates computed at the National Bureau of Economic 
Research. Thus, for the period between 1899 and 1953, real output of the 
economy grew at 3.3 percent per annum:* the quantity input of labor and 
capital grew at 1.6 percent per annum; improvement in the quality of labor and 
capital at 1.7 percent. In other words, slightly more than half of the increase 
in output in this 54-year period came from improvement in the quality of labor 
and capital, in addition to the growth due merely to a rise in the quantity of 
these productive factors. 

These improvements in the quality of labor and capital have tended to raise 
the price of both. However, the price of labor, or human effort, has gone up 
relatively more than the price of producer goods; this differential change has 
encouraged much substitution of capital for labor. 


Government and unions as contributing factors 


Government and union policies, inhibiting the flexibility of our cost and price 
system, have enlarged the disparity between labor and capital costs. Such 
policies augment the tendency to substitute. The setting and subsequent raising 
of minimum wages encouraged substitution in the South, for example, of machine 
power for manpower in timber operation.‘ 

A monopoly, union or industrial, is likely to be temporary, susceptible of dis- 
solution, unless aided by the political power of government.’ Thanks to govern- 
mental aid in the form of specific laws, the acquiescence of various governmental 
authorities in union actions involving actual or potential violence or coercion 
(mass picketing and the like), unions are allowed to fix wage rates above com- 
petitive levels. Since this opportunity to work at an extracompetitive wage rate 
has considerable economic value, numerous restrictive practices have developed, 
whose chief economic function is to ration a limited number of jobs among eager 
applicants, Recently, for example, the National Labor Relations Board ruled 
that the $250 initiation fee of the cartoonists’ union was too high. The NLRB 
concluded that it was the union’s intent in hiking the initiation fee to discourage 
new cartoonists from entering the industry.’ 


2 For the impact of economic growth on agriculture. see T. W. Schultz, “Economic Organ- 
ization of Agriculture,” McGraw-Hill, New York, 1953; and T. W. Schultz, “The U.S. Farm 
Problem in Relation to the Growth and Development of the U.S. Economy,” Policy for Com- 
mercial Agriculture, Government Printing Office. Washington, D.C., 1957. 

% John W. Kendrick, “Productivity Trends: Capital and Labor,” Occasional Paper 53, 
National Bureau of Economic Research, New York, 1956. 

« “Studies of the Economic Effect of the $1 Minimum Wage,” U.S. Department of Labor, 
Government Printing Office, Washington, D.C., January 1959; and John M. Peterson, “Rm- 
aa of Minimum Wages,” Journal of Political Economy, Chicago, October 1957, 

© Milton Friedman, “Some Comments on the Significance of Labor Unions for Economic 
Policy,” The Impact of the Union, Kelley and Millman, New . ; 

¢ Thid., Milton Friedman, p. 213. . eet eee ee eee 
oo ue” Cartoonists Given Union Fee Back,” Evening Star, Washington, D.C., Oct. 
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There are many other ways in which restrictive practices have been introduced 
into the labor market to ration jobseekers among particular occupations. 

The result of Government political assistance to unions has been, of course, 
that the price of labor in “protected” occupations or trades is higher than it 
would otherwise be. Workers in these trades receive higher incomes; people 
who would otherwise be working in these trades remain unemployed, or they 
crowd into other occupations and diminish the price of labor there; and the 
total output of the economy is diminished. 

But when the price of labor is kept abnormally high in “protected” trades, a 
clear incentive is given industry to substitute machine power for manpower. 
For example, according to the U.S. Bureau of Mines, mechanically loaded bitu- 
minous coal from underground now constitutes over 85 percent of total production 
in this country, compared with only 35 percent in 1941. 

Consider that a large coal-cutting and conveyor-loading machine, installed at 
a cost of $100,000 or more, requires a highly trained (and highly paid) crew of 
four to six operators. Yet it produces twice as much coal as a 60-man team of 
handloaders could a decade ago. From a 1948 postwar peak of about 442,000, 
the number of bituminous miners employed in the United States has dwindled 
recently to less than 190,000.° 

The incentive for the coal industry to substitute machine power for manpower, 
thus creating unemployment and distressed areas, is understood by the miners 
themselves. A recent report states: 

“However, not a few miners blame the UMW itself for a good share of their 
problems. They charge its relentless drive to win substantial wage boosts forced 
mine owners to push coal mechanization at a rate that ran far faster than either 
the coal industry’s or the general economy’s ability to absorb the disnlaced men. 

“«* * * Tt’s done a lot of good for the ones that are working, but it’s sure 
played hell with us who ain’t got jobs,’ says one old-time miner, referring to 
the UMW’s wage efforts.” ® 

Moreover, when union-contract restrictions prevent necessary reduction of 
costs through substitution in one area, the industry may seek (and find) another 
area more amenable to such substitution. The inflexibility of union rules and 
wage rates, for example, was partly responsible for the migration of the textile 
industry from Philadelphia to other regions of the country.” 

And migration of industry need not be restricted within national frontiers. 
It can be, and is, international as well. 

Thanks to the efforts of the Government to assist cotton growers, the agricul- 
tural price-support program has held up the cost of raw cotton in the United 
States. This has permitted foreign buyers to purchase raw material at prices 
approximately 20 percent below those paid by American mills.” In effect, the 
Government is providing a subsidy, at the expense of domestic producers, to 
foreign textile mills, thus providing an incentive for the migration of industry 
beyond national frontiers. In short, the Government is “exporting” job 
opportunities. 

Resort to political action for purposes of achieving or maintaining a monop- 
oly, however, has sobering consequences. An analysis in the Labor Digest, 
October 1958, entitled ‘“Detroit’s Loss of Industry Caused by Unions in Politics,” 
offers interesting evidence on the mobility of industry. 

Michigan was one of two States with a high loss of factory jobs, relative to the 
national level of decline, from 1950 to 1957. While most other States enjoyed a 
comparative boom, Michigan business failures quadrupled after 1953. One 
large company located 19 plants in Ohio and only 1 in Michigan, and auto firms 
had moved 29 plants to the Buckeye State. Yet, one union official stated before 
a congressional committee that a delegation from Detroit desired an answer to 
the question: “How come the 194,000 unemployed in Detroit?’ Needless to 
say, “the delegation from Detroit’? was not referred to the article in Labor 


8 Bureau of Mines, U.S. Department of Interior, 1958. 

®°“Troubled State: West Virginia Remains in Slump as United States Heads Back Toward 
Prosperity,” Wall Street Journal, Mar. 4, 1958. 

Gladys L. Palmer, “Union Tactics and Economic Change: A Case Study of Three 
renee Textile Unions,” University of Pennsylvania Press, Philadelphia, 1932, 
p. 125-138. 

“Problems of the Domestic Textile Industry,” report of the Committee on Interstate 
and Foreign Commerce, U.S. Senate, 86th Cong., 1st sess, Government Printing Office, 
veragion. .. oe te Point E ic Committ he “E 

estimony before the Joint Economic Committee on the “Economic Report of the Presi- 
dent, 1959,” p. 569. ” vere 
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Digest but was given the reply that unemployment in Detroit was due to “the 
continuation of the deficit of leadership in Washington.” P 
This epithet betrays no awareness of the complexity of our economic problems. 


CONSUMER IS SOVEREIGN 


‘ven if an industry finds it difficult, if not impossible, to substitute machine 
power for manpower, owing, for example, to restrictions on automation or a 
lack of geographical mobility, the consumer is not under any such restriction. 
He will exercise his consumer sovereignty and purchase lower cost substitutes. 

In the final analysis, it is the consumer who determines the survival of an 
industry and its ability to provide employment. The decreased demand for coal 
and increased demand for oil and natural gas in home heating, industry, utilities, 
and railroads, for example, demonstrate the exercise of consumer sovereignty. 


CONCLUSION 


As judged by past experience, our recovery from the 1957-58 recession has 
been normal. Unemployment above the normal frictional level was associated 
with the shifting makeup of consumer demand and substitution by both con- 
sumers and producers—an experience not contrary to our economic history. 
Economists call this “structural unemployment.” In essence, it is a con- 
sequence of economic growth and change, new technology and resource shifts. 

In reality, the area for public concern should have been the volume above the 
normal and not the 5 million figure, even though in popular discussion it is 
the total figure which somehow gets played up—just as though an overweight 
man complained of his total weight rather than merely the excess weight. 

The process of economic growth and change may mean higher levels of “fric- 
tional” and “structural” unemployment in the future. Clearly, this is an un- 
comfortable issue, but one that must be faced squarely by honest analysis and 
not by demagoguery. 

Structural unemployment is not a problem of a deficiency of total money 
demand. It cannot be cured merely by increasing overall demand or by vast 
new Government spending. We could drench the economy with more credit 
and money, inflating the price level, but we would still have pockets of unen- 
ployment if we did not deal with the causes of structural unemployment— 
whether it is in Detroit, in the coal or railroad industries, other mining, or 
elsewhere. 

The cure lies in increasing resource mobility, in breaking down rigidities im- 
posed on our economy, whether by unions, Government, or business. We must 
make our system more flexible so that it responds more quickly to changing 
economic forces. In that way we can enhance the ability of the economy to 
absorb displaced workers with a minimum of hardship. 

As a first step, we should review our present patchwork of special legislation 
in the form of price supports, import duties, import quotas,” wage-fixing regu- 
lations, penalties on jobmaking, bad business and work practices, stockpiles and 
subsidies. All of these contribute to the rigidities in our system or raise false 
expectations of rescue operations. They hinder the ability of the economy to 
absorb displaced workers. 

We should make a concentrated effort to break down existing elements of 
monopoly power, whether in business or labor, that lead to waste, promote in- 
efficiency and slow down reemployment. 


APPENDIX 


The following charts and tables indicate the changes in employment, unem- 
ployment, and the labor force. The 1957-58 recession began in July 1957. Its 
low point came in April 1958. By January or February of 1959 prerecession 
peaks of economic activity had been attained, except in the case of employment. 


48 While such import restrictions appear to create or preserve domestic job opportunities, 
they invite retaliation by foreign countries, whose reactions may, in turn, destroy other 
domestic job opportunities. 
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Cwwilian labor force, 1957-59 
[Thousands] 


—_--—_—_——n—n————— 


Pets Employment 
Civilian __| Unem- 
labor | ployment 
force Agricul- Nonagri- 
tural cultural 


1957—January 65, 821 62, 578 4, 935 57, 643 
February 66, 311 63, 190 5, 195 57, 996 
March 66, 746 63, 865 5, 434 58, 431 
April 66, 951 64, 261 5, 755 58, 506 
_ ae 67, 893 65, 178 6, 659 58, 519 | 

69, 842 66, 504 7, 534 58, 970 | 

70, 228 67, 221 7, 772 59, 449 

68, 994 66, 385 6, 823 59, 562 

September--.- 68, 225 65, 674 6, 518 59, 156 

October 68, 513 66, 005 6, 837 59, 168 | 

68, 061 64, 873 5, 817 59, 057 | 
December 67, 770 64, 396 5, 385 | 59, 012 

1958—January-- 66, 732 62, 238 4, 998 57, 240 
February. 67, 160 61, 988 4, 830 57, 158 
March 67, 510 62, 311 5, 072 57, 239 
April___. 68, 027 62, 907 5, 558 57, 349 
May... 68, 965 64, 061 6, 272 57, 789 

70, 418 64, 981 6, 900 58, 081 

70, 473 65, 179 6, 718 58, 461 
August____ 70, 067 65, 367 6, 621 58, 746 
September. 68, 740 64, 629 6, 191 58, 438 
October. -. 69, 111 65, 306 6, 404 58, 902 
November... 68, 485 64, 653 5, 695 58, 958 
December 68, 081 63, 973 4, 871 59, 102 | 

1959—January-.- 67, 430 | 62, 706 4, 693 58, 013 
February 67, 471 62, 722 4, 692 58, 030 | 
March 68, 189 63, 828 5, 203 58, 625 

i 68, 639 65, 012 5, 848 58, 163 


“ere 


Source: ‘Monthly Report on the Labor Force,’ Bureau of the Census, U.S. Department of Commerce. 

















Industrial production and unemployment 
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Unemployment as percent 
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Source: “‘Monthly Report on the Labor Force,” Bureau of the Census, U.S. Department of Commerce. 
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CHART I 


Millions CIVILIAN LABOR FORCE: 1957-59 
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SOURCE OF DATA: Bureau of the Censes, 


CHART Il 


UNEMPLOYMENT AS PER CENT 
OF CIVILIAN LABOR FORCE: 1957-59 


Unadjusted 


1957 


SOURCE OF DATA: Bureau of the Census. 
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JOINT ECONOMIC COMMITTEE STUDIES 


Mr. Facxurr. I should like to point out also that this committee is 
very fortunate in being able to draw on the work of the Joint Eco- 
nomic Committee, which currently is carrying on, under the chair- 
manship of Senator Douglas, a large-scale study of employment, 
growth, and price levels. Asa point of departure, I strongly recom- 
mend that this committee study the hearings of last April, published 
as part 3 of the Joint Economic Committee’s project. I refer espe- 
cially to the hearings labeled “Historical and Comparative Rates of 
Labor Force, Employment, and Unemployment.” Some of the expert 
papers contained in those hearings cover thoroughly and in consider- 
able detail many of the matters only touched on here. In addition, 
only last week the Joint Economic Committee held further hearings 
which bear directly on the subject of this inquiry. On Friday, Octo- 
ber 2, 1959, three labor economists appeared _as a panel to discuss 
“Structural Unemployment: Extent, Causes, Remedies.” Though I 
have not yet seen the papers prepared by the panelists, I suggest that 
this committee may want to examine them. 


3. Studies 


Third and last, the committee will surely become much involved 
with proposed remedies. I can say very little on this aspect of the 
committee’s work at this time, but I would urge the committee to con- 
centrate on getting the facts and the analysis straight first and to 
worry about policy later. As the committee probably knows already, 
there is a great oversupply of proposed remedies, but a great shortage 
of economic understanding. : 

I should also like to remind the committee that minimizing unneces- 
sary unemployment is only one of many important policy goals; there 
are others, such as economic freedom, economic growth, economic effi- 
ciency in the use of our human, natural, and capital resources, and 
others. Trying to pursue several economic goals simultaneously, as, 
indeed, we must, produces inevitable conflicts and requires many com- 
promises. In seeking remedies to one set of problems we must always 
be careful that we do not create others, perhaps worse, problems or 
unduly jeopardize the attainment of other equally important goals. 

Again an example will help to clarify what I am driving at. We 
all seem to recognize the importance of economic growth—at least, 
vast lipservice is paid to it these days. If we really do want more 
rapid economic growth, we must also realize that rapid growth in- 
volves much economic change, disturbance of existing production pat- 
terns, and dislocations within the labor force. On the whole, our 
economy has demonstrated an amazing resiliency and adaptability 
which has been made possible by the mobility of resources as they 
move readily from one productive use to another in response to market 
signals. But we must face the uncomfortable fact that rapid eco- 
nomic growth may increase the amount of mobility required and, 
hence, may raise the “normal” level of frictional and structural unem- 
ployment. The point is that we really don’t know what level of aggre- 
gate unemployment, and, equally important, what distribution of 
unemployment, is consistent with high rates of growth and a fairly 





56 UNEMPLOYMENT PROBLEMS 


stable general level of prices. In setting our unemployment goals 
we should be aware that some increase in structural unemployment, 
far from being a drag on growth, may actually be a concomitant of 
growth or a necessary condition for rapid economic expansion. 

In closing I would like to make on further observation : 

In the field of public policy we have not given enough serious con- 
sideration to what the proper posture of government should be to- 
ward economic change in general. Many governmental programs by 
design or in effect tend to insulate particular groups from the effects 
of economic change or to prevent economic change and preserve the 
status quo. Often these governmental programs turn out to be the 
worst possible long-term ventures. Often they delay economic ad- 
ne perpetuate poverty, and retard the creation of new and en- 

arged economic opportunities. To alleviate individual distress and 
hardship is one thing; it it quite another to impede necessary and 
beneficial economic adjustment. 

It is to be hoped that any solutions or remedies devised to deal 
with unemployment will be aimed at making the market mechanism 
work more smoothly, more promtly, and less painfully. 

Thank you very much. 


SHORTCOMINGS OF AGGREGATE UNEMPLOYMENT DATA 


Chairman McCarruy. Do you wish to ask questions of the witness, 
Senator McNamara? 

Senator McNamara. Yes, Mr. Chairman. 

You start out by indicating your concern with the committee’s con- 
sidering unemployment in global terms. 

I can understand your concern with such an approach, but it seems 
to me that all of the statistics: that we deal with in this country are 
really national statistics, and not global statistics. 

Cany you give us any explanation of why you are concerned, or 
do you mean: 

Mr. Fackter. Yes, sir. 

Senator McNamara. Are you using the terminology to apply to the 
Nation rather than the world ? 

Mr. Facxurr. Yes, in the use of very large aggregates, but I am 
still talking about our national statistics, yes, sir. I am not talking 
about world comparisons. 

Senator McNamara. You can understand the term “global” is 
usually applied to the world rather than national use, and I was con- 
cerned with that. 

But you think, then, that our approach to the thing from a national 
standpoint is the wrong approach ? 

Mr. Facxter. No, sir; no, sir. It is not the national approach I 
am driving at. It is the practice of seizing on one figure, like 3.5 
million or 4 million, or 5 percent, as the important problem. The 
important problems lie behind the totals; after all, unemployment 
has a distribution. It is people somewhere out of work. It is con- 
centrated in particular areas, in particular regions. In some cases 
we have underemployment that probably should be counted as un- 
employment. 

Maybe you are familiar with the insistence of Senator Douglas, in 
the joint economic considerations, on including a figure, elite a 
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factor to the national figure that census and the Bureau of Labor 
statistics put together for those people who are underemployed, in 
other words, those on part time. It is that kind of problem I am driv- 
ing at, Senator. By using the one figure we don’t really know much 
about unemployment. We don’t know how much of it is long dur- 
ation; we don’t know how much of it is—how much economic distress 
attends a particular amount of unemployment. 

If the turnover is rapid, so that people are out of work, on the 
average, only a short time, the problem is certainly different than 
when there is persistent unemployment of the same persons. 

So this is the kind of thing that I am driving at, and why I think 
the committee ought to be more worried about the structure and kind 
of unemployment—the economic distress involved in unemployment, 
the unemployables, the underemployment, and such problems as I 
raise on the next page. 


UNEMPLOYMENT AS A POSITIVE ECONOMIC GOOD 


Senator McNamara. You divide the unemployed by categories as 
No. 1, a positive economic good; No. 2, a necessary evil; No. 3, an 
unnecessary evil. 

In the next couple of paragraphs, then, you indicate what these 
various categories mean and what their effect might be. 

I don’t understand what positive economic good there is in unem- 
ployment. Can youelaborate on it? 

Mr. Fackter. I would be happy to, Senator. 

Let me say, first, that I put those three categories in there with a 
good deal.of fear and trepidation, because I know that when you say 


that some unemployment is 7 or inevitable, or even may be a 
oO 


good thing, you are immediately pilloried in the press as though you 
were callous about the unemployment problem. 

Unemployment is always a problem to the person who is involun- 
tarily unemployed, who is out of work, who can’t find a job, and where 
economic distress goes along with the unemployment. 

So let me make myself very clear. Unemployment is a social prob- 
lem and it is an economic problem, but the two are not synonymous. 
They overlap, but they are not exactly the same thing. Do you see 
what I am driving at ? 

Senator McNamara. I see everything except that unemployment 
maybe a positive—this is a very strong word—economic good. Now, 
you don’t analyze it in those terms. 

Mr. Facxter. I did so purposely, Senator, for this reason: We do 
have a system in which in response to economic opportunities else- 
where, and incentives and one’s own goals, aims, and aspirations, he 
can move. And he does move; and we have had historically, a very 
mobile labor force, which has been very good from the standpoint of 
our economic growth. 

And it is also very good from the standpoint of the individual who 
has these opportunities to move. So we should not just—the point I 
am saying is we should not belabor all unemployment as though it 
were just a horrible situation. 

We always have had—if you look at the work that has been done 
for the Joint Economic Committee, you find that historically, to the 
extent that there are fragmentary figures available, that in certain 
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eras of our history we have even had more unemployment; that cer- 
tainly there is no overall trend in the last 100 years of unemploy- 
ment; and that, except in the 1930’s and a period in the 1870's, the 
level of unemployment has stayed very much the same in total num- 
bers—again using these big aggregates. Yet the mobility of our 
labor force has decreased enormously, which means that the economy 
must be fairly efficient in finding jobs and in sorting out jobs. 

Now, there are lots of imperfections, and there are lots of problems 
here. I am certainly not one to underestimate the problems of unem- 
ployment. But I do think the fact that we have this ability to 
move that we are not told where we have to work, that we are not 
told what occupation we have to follow, that we have this freedom of 
occupation, is itself a positive good, and I don’t think we would want 
it otherwise. 

Senator McNamara. Thank you,I think. [Laughter.] 

Chairman McCarruy. The Senator from Indiana. 

Senator Harrxe. You lose me yet. I can’t see how you can say that 
freedom is synonymous with a man being out of work, how that is 
good for him. 

Mr. Facxter. I didn’t say freedom was synonymous with being 
out of work. I am saying that part of our unemployment statistics 
represents people moving from one job to another where there is no 
economic hardship involved. 

Senator Harrxe. Now that is something else. That is a negative 
factor. There are no hardships involved. But you say this is a posi- 
tive thing. 

Mr. Facxter. I think that the occupational freedom is a positive 
thing, and to have economic freedom you are going to have, in this 
country, a certain amount of mobility. 

Senator Harrxe. Let me ask you something: Is this a generally ac- 
cepted doctrine of the Chamber of Commerce of the United States? 

Mr. Facxter. I knew this question was coming. 

Senator Harrxe. Or is this your personal opinion ? 

Mr. Facxier. Well, I am speaking as an official representative of 
the chamber, and I think that I can support this statement. I wrote 
this statement, but it was cleared by the national chamber, so that 
it does become an official chamber position. 

Senator Harrxe. Let me say this, that I certainly would be inter- 
ested in an exposition of this at some other time either in documentary 
form or maybe I could converse with you upon this matter. 

Mr. Facxter. I would be delighted, sir. 

Senator Hartke. I frankly think, if this is the economic viewpoint 
of the chamber of commerce, then I certainly have the wrong concept 
of what a growing economy is supposed to be. 

Mr. Facxter. I don’t follow your question now. You have lost me. 

Senator Hartke. In other words, will you be glad to submit some 
kind of exposition or something more in detail to explain how a person 
out of work is a positive economic good ? 

Mr. Facxuer. I didn’t say that a person out of work was an economic 
good. I didn’t say that a person out of work is a positive economic 
good, as such. 

Senator Harrxe. Let’s come back—— 





UNEMPLOYMENT PROBLEMS 59 


Mr. Facxkter. I tried to make it clear that part of our recorded 
unemployment, is the result of labor mobility, voluntary labor mo- 
bility, people moving from one job to another, voluntarily, looking for 
greater job satisfaction, greater pecuniary reward. 

Senator Harrke. I can understand how a man should be allowed to 
do that, but how does that necessarily mean that it is a positive eco- 
nomic good, the fact that he is unemployed ? 

Mr. Fackier. Because—— 

Senator Harrxe. I mean freedom to do that is one thing, but that 
is not a positive factor. 

Mr. Fackuer. Freedom isn’t? I think it is. 

Senator Harrxe. I am not saying freedom is not a positive factor. 
But I am talking about unemployment being a positive factor, not 
freedom. You say unemployment is a positive economic factor. 

Mr. Facxurr. That is correct, to the extent such unemployment is 
someone voluntarily quitting and moving to another job. 

Senator Harrse. I would certainly appreciate knowing whether 
this is the opinion of the chamber of commerce, whether this is the 
general overall consensus or it is a personal one, and then I will leave it 
go. You say you don’t like to talk about percentages or millions of 

eople that must be unemployed, in other words, in statistical data, 
is that right ? 

Mr. Facxuzr. I didn’t say that. I said we had to be careful using 
these things. Of course, we have our numerical totals as put together 
by our statistical agencies, and for certain purposes these totals are 
fine; but if we are going to understand the unemployment problem we 
have to get behind those national averages. 


Senator Harrxe. And you recognize that unemployment is a per- 
sonal thing, rather than a statistical thing. 

Mr. Facxter. It surely is. 

Senator Harrxe. I am glad to see that in your statement. 


“NORMAL” UNEMPLOYMENT 


Do you say there is a particular amount of unemployment which 
you think is normal or inevitable in the United States ? 

Mr. Facxtzr. No. I would be very reluctant to pick out any 
magic number, because I don’t think that it is a number that stays 
the same. I point out in this connection with the great disturbances 
which occur in a period of rapid growth; the amount of frictional 
structural unemployment is going to go up. 

Where you have a very stable economy, not a very rapidly growing 
economy, where there is little movement, where the demand pattern 
is very stable, the amount of unemployment will be less. 

Now, I think we can get the level down lower than perhaps we have. 
I think it is perhaps one of the jobs of this committee to examine the 
structure of unemployment, with a view to identifying those things 
that are causing this so-called normal level, wherever it is, to be as 
high as it is. But I think that it will vary from time to time within the 
same country, and it will vary enormously as among countries. I 
think economists will generally agree that you can’t pick out one figure 
and say it is normal for all times and places. 


47557—59— pt. 1——_5 
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Senator Harrxsn. Do you think the 5 percent we have today is a 
normal and inevitable amount of unemployment, 5-plus? 

Mr. Facxuer. I don’t think it is an inevitable amount, I think, 
coming out of the recession, there is always a reemployment lag. The 
unemployment has been going down month by month, and I think it is 
going to go down somewhat lower yet. I think it will get down to 
around 4 percent, 3 million or under 3-million of our labor force. 

Senator Harrxe. When it gets to 4 percent, will that be the normal 
and inevitable, as you termed it? 

Mr. Facxuer. [ don’t know. You are trying to back me into a 
corner, Senator, and it is a corner that I just 

Senator Harrxs, I am trying to find out whether you consider, 
whether you think you have, we have, an unemployment problem, that 
is what I am really trying to find out. 

Mr. Facxuer. Yes, of course, we have an unemployment problem. 

Senator Harrxe. All right. 

Mr. Fackier. Let me say we have many unemployment problems 
in this country. 

Senator Harrxe. Whose responsibility is it to bring the solution 
to these problems? 

Chairman McCartruy. Would the Senator yield to me at that point’ 

Senator Harrke. Yes. 

Chairman McCarruy. You think we have an unemployment prob- 
lem, but you are not sure but what it is good to have it for the sake 
of the economy; is that right ? 

Mr. Fackuer. No, I didn’t say that it was good to have it. 

Chairman McCarrny. Well, you said it was a positive economic 

ood. 
Mr. Fackter. I was talking about part, only a small part. 

Chairman McCartuy. About how much ? 

Mr. Facxusr. I don’t know. That is something I think this com- 
mittee ought to try to find out. 

Chairman McCarruy. If we didn’t have unemployment, we may 
have a problem. According to your thesis we ought to have some for 
the good of the economy. 

Mr. Fackter. If we didn’t have any unemployment I think we 
would have some very serious problems. We wouldn’t have the kind 
of system we have, let me say that. 

You see, Soviet Russia, for example, can claim they have no unem- 
ployment, but they can put people where they want them so that 
statistically they have no unemployment. It is very simple. 

Chairman McCarruy. Let me ask you this: If 1t were established 
that in order to have an expanding economy, a little bit of inflation 
is inevitable, as some economists hold though others disagree, would 
you then say that inflation is a positive economic good ¢ 

Mr. Fackier. Pardon? 

Chairman McCarruy. There are some economists who hold that if 
our system is going to continue to expand, that you are almost certain 
to have some inflation. Would you say, if this were established, that 
inflation was a positive economic good ? 

Mr. Facxter. I would say that depends on our goals and aspira- 
tions and the values that we hold, Senator. 

Chairman McCarrtuy. Then it might be? 





UNEMPLOYMENT PROBLEMS 61 


Mr. Fackter. In some contexts it might well be. 

Chairman McCarruy. If this were established, inflation 

Mr. Facxurr. This would be particularly true in an underdevel- 
oped country. 

Chairman McCartuy. We may be underdeveloped. We are not 
operating in full capacity. This isa relative statement. You wouldn’t 
want 

Mr. Facxuer. There is a considerable difference between the struc- 
ture of this, economy. and the state of development of this economy, 
and, we will say, India, for example. 

Chairman McCarrtuy. If we had no inflation, if we absolutely con- 
trolled inflation, might we then have a different system? Would it 
be different if we absolutely eliminated inflation ? 

Mr. Fackter. If we eliminated inflation ? 

Chairman McCarruy. Yes; altogether. 

Mr. Fackurr. I think that we can eliminate inflation as a long-run 
problem and still have sufficient flexibility. If, again, we allow that 
some prices are going to go up, and if we don’t seize on one index and 
say we have got to ae it absolutely stable—if we try to do this then I 
say we are going to change the system, too. 


In other words, we have to view inflation in a longer run context 
than month to month changes in a particular index, a price index of 
some kind. 

Chairman McCarruy. You don’t want to put the chamber on record, 
though, as indicating that they might possibly believe that inflation is a 
positive economic good, do you? 


Mr. Facxter. I am sure that they would say no. I am sure the 
chamber of commerce would say inflation is not a positive economic 
good. 

Chairman McCarrnuy. I thank the Senator for yielding to me. 

Mr. Facktrr. I think that is part of the argument; part of the dis- 
cussion here is semantic. 

Senator Hartke. Wait a minute, I want to know, that is what I 
started after a while ago. Now you explain to me those words. I 
want to know what those words mean. Maybe we can get together 
here. 

Mr. Facxurr. Part of the unemployment in the statistics, in this 
aggregate amount that we talk about, represents people who volun- 
tarily leave one job and then go out and get another one. 

Senator Harrxe. All right. 

Mr. Facxurr. This period that they are unemployed, maybe it is 2 
weeks. They don’t like their jobs; they quit. They want another job. 

Senator Hartge. All right. 

Mr. Facxuier. Part of the unemployment represents these people 
moving. It is done voluntarily. They want to do it. 

I say, therefore, that part of unemployment is something we should 
not worry about, because it is a positive economic good. 

Senator Harrke. You say we should not worry about it. “Not 
worry” is a negative thing. Now, what you are talking about is a 
positive economic good. How does any good come to the economy 
out of this man being out of work? 

Mr. Facxter. It is obviously, the person who values movement in 
this case; and who is to say he shouldn’t be allowed to move or that 





62 UNEMPLOYMENT PROBLEMS 


this is a problem, an evil, when it is the person’s values that determine 
the movement. It is his freedom of choice. 

Senator Harrxe. This is the thing, exactly, that I am talking about, 
Mr. Fackler. 

You state originally in your statement here that you recognize 
unemployment has a human—I have forgotten what the words were; 
I thought it was pretty good—here: 

If we are looking coldly at unemployment as an economic problem, as produc- 
tion loss, because of involuntary unemployment, the appropriate measure is 
quite different from one which would help us to assess the social welfare problem 
in warmly human terms— 
which I thought was a pretty good statement. 

But I cannot see yet your saying the mere fact that a man has a 
freedom which is not a situation 

Mr. Facxtuer. It is not that he merely has the freedom, but the fact 
he exercises that freedom just the same as when he goes into the 
grocery store and buys a box of Wheaties or something he wants to 
consume. You have seen many times, particularly in younger groups 
in the labor force, people who are able to finance themselves, who 
live at home for example, decide of their own free will to move. 
Now, they put a value on their own mobility and their own ability to 
go out and compete in the job market and to find another job that 
will pay them either more money or give them greater job satisfaction. 

To the exetent this is freedom of choice and they have chosen to do 
— I don’t see how you can argue it is not a positive economic 

‘ood. 

Senator Harrxe. We are not talking about this freedom of choice 
as aneconomic good. Yousay economic 

Mr. Facxter. They have chosen to be temporarily unemployed. 

Senator Harrxer. I don’t say that is not a good thing that a man 
can make this choice. 

Mr. Fackuer. Well, how would you suggest the phrasing it? 

Senator Harrxe. I am going to leave it alone. Frankly, I don’t 
want to prolong that. Here is a question I asked you 

Mr. Facxuer. But the point is: I am using this issue merely as an 
illustration. When studying this unemployment problem, there are 
kinds of unemployment with which this committee should be par- 
ticularly concerned, and also this issue points up one of the dangers, 
again, of using the global figures. 

Senator Hartke. This committee is really not concerned with vol- 
untary unemployment, as I understand it. You don’t mean that is our 
problem, is it? 

_ Mr. Facxter. But it is still in national figures, that is the point, 
in the unemployment statistics. 


RESPONSIBILITY TO SOLVE UNEMPLOYMENT 


Senator Harrxe. All right. Whose responsibility is it, then, to 
bring up the solutions for these problems—if you want to forget the 
positive economic good people—whose responsibility is it to solve these 
problems and come up with a solution ? 

Mr. Facer. Well, here again because of the problem being so 
many sided, I don’t think you can seize on any one agency as being 
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responsible, whether the Federal Government, State, local; in part, it is 
private. Itisa many-structured problem. 

Certainly, it is the responsibility of the Central Government under 
the terms of the Employment Act, to promote high levels of employ- 
ment. That does not mean the elimination couabiaie of cyclical un- 
employment, because that cannot be done, but as nearly as possible 
to reduce it to the absolute minimum or a reasonable range. Now, 
clearly this is a national responsibility. There are other forms of 
unemployment which can be solved only at the local level, some per- 
haps at the State level, some by private agencies. To the extent you 
are talking about a welfare problem, we have private charitable agen- 
cies of all kinds which at least help, or are set up to alleviate human 
suffering and distress. 

The unemployment problem is so complex, it has N dimensions. 
And who is responsible, I can’t say. You can’t say that any one 
agency is wholly responsible, Senator. 

oat HartKe. Do you anticipate one of these cyclical recessions 
in 1961? 

Mr. Facxier. You are asking me to be a forecaster, and I am not 
a forecaster by temperament, at least. I think I would say this: I 
don’t know when the next one is coming, but we are going to have 
another one, and another one after that. Whether it is going to be 
1961 or 1962, I don’t know. 

Senator Harrxe. And in your opinion these are normal and inevit- 
able, is that right ? 

Mr. Fackuier. We have had them throughout the course of our 
history. We have had three since the war. 

Senator Harrke. You certainly wouldn’t say these are positive 
economically good things, would you? 

Mr. Facxtrr. No, sir; I wouldn’t say the unemployment is a posi- 
tive economic good, but I think I would say this, some of this un- 
employment falls in the category of a necessary evil. In other 
words, you can’t reduce it to zero, and you can’t reduce it to—or you 
can’t maintain it at a single figure. 

In other words, you can’t select 3 percent and say, “We are going 
to maintain unemployment at no greater than the 3-percent level.” 

Sanat Hartke. Who eventually pays for the unemployed person, 
anyway ¢ 

Mr. ACKLER. Who pays for him ? 

Senator Harrxe. That is right. Isn’t that paid for by society ? 

Mr. Fackter. I think he pays in large part. 

Senator Harrse. He suffers. 

Mr. Facxter. To the extent that resources are underemployed, so- 
ciety suffers, obviously, a reduction of the per capita real income that 
it otherwise might have. 

Senator Hartke. So unemployment, generally speaking, is an evil 
rather than a good, you will agree with that, I hope. 

Mr. Facxuer. Certainly. 

Senator Hartxe. All right. We have got that much. 


FOREIGN COMPETITION AND UNEMPLOYMENT 


Is foreign competition, in your opinion,.a cause of unemployment 


in the United States today ? 
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Mr. Facxter. Yes, sir; it obviously is a part of the problem of 
persistent chronic unemployment in certain areas. Certainly, the de- 

ression in the textile industry is in part the result of changes in our 
forei -trade picture. ae 

I think that some of the cao alse in West Virginia may be the 
result of foreign-trade policy, the foreign-trade picture—— 

Senator Hartke. Now, do you—— 

Mr. Facxuer. Or we could add, go on at great length. 

Senator Harrxe. In the foreign-aid problem, let’s come back to that 
for a moment, do you think if it is shown that is a significant factor, 
that we should move to the fields of restrictive measures to prevent 
foreign competition from competing with our goods ? 

Mr. Facker. Certainly not, Senator. That just aggravates and 
worsens the problem. The problem of changes in the foreign-trade 
situation is that certain adjustments are called for. If you step in and 
try to prevent such adjustments, you reduce economic growth and you 
aggravate the problem. I would say you should move in the oppo- 
site direction, if anything. 

Senator Harrxe. Toward free trade, is that right? 

Mr. Facxuer. Toward freer trade, certainly. 

Senator Hartke. Toward free trade. 

Mr. Facxuer. Well, you will get some argument on whether you 
can have, in this world, completely free trade, but you certainly should 
move in that direction. 

Senator Harrxe. That is all the questioning. 

Chairman McCarty. Senator McGee? 

Senator McGez. The junior Senator from Indiana has almost ex- 
hausted all the questions on this man’s testimony, Mr. Chairman, 
and I got in a little late and I had to read his statement very hastily. 
I only remain unclear on one facet from the remarks. 


EXTENT OF INVOLUNTARY UNEMPLOYMENT DECLINING 


If we waive the ingredients of any unemployment picture such as 
voluntary unemployment, which you have dwelt upon at some length, 
and come down to what must be the guts of this committee’s concern, 
namely, involuntary unemployment, what would you estimate to be 
the — extent of involuntary unempolyemnt nationally, not 

lobally ? 
. Mr. Fackter. Senator, you ask me an impossible question. I wish 
I had the answer for you, because it is the kind of thing that you are 
going to have to try to find out in your investigations, to try to break 
this thing down into various components and discover exactly what 
kind of a problem you do have. I just don’t know. I wouldn’t even 
venture a guess. 

Senator McGee. As I understand it, I don’t want to speak for other 
members of the committee, we are aware of the problem we have and 
you very interestingly spelled out for us our own problem. We are 

onestly looking for answers, and I suspect that we would hope that 
the chamber would have at least some analysis of the extent of the 
problem of real unemployment, involuntary unemployment, so that 
we might, t hrough their help, get.a little broader grasp of our solution. 

Mr. Facxter. Well, this would call for tremendous statistical gath- 
ering and analyzing operation. This is the kind of answer we would 
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have to try to get through the agency of Government; it seems to me 
that this is clearly a function of Government. 

Senator McGee. You indicated in your reply to Senator Hartke a 
moment ago that 5 percent unemployment, if you wanted to take that 
figure, which described all unemployment, would soon be down to 4, 
in your judgment, is that correct ? 

Mr. Facxter. It is declining, and I think it will continue to decline, 

es, Sir. 
" Senator McGrr. Downto4. That is 4 percent. 

Mr. Fackter. Four percent; it will be down below 

Senator McGer. What is your basis for that estimate ? 

Mr. Fackter. Merely past history. If you look at the recovery 
and other recessions, postwar recessions, prewar recessions, but particu- 
larly the two postwar recessions, recovery proceeds in this manner; 
ther2 is a reemployment lag and for a number of reasons, so that the 

attern of unemployment, reduction in unemployment, is following a 
airly well defined historical pattern. 

Now, no two recesions are alike. You can see this one is lagging a 
little bit behind 1953-54. The way these variables move will never 
be exactly the same in any two recessions. 

But by and large the historical pattern is repeating itself, and if it 
does repeat itself we can expect unemployment to continue to decline 
below its present level. 

Senator McGrsg. To 4 percent? 

Mr. Facxter. To 4 percent, maybe lower, I don’t know. 

Senator McGrr. Three? 

Mr. Facxuzr. I don’t know, sir. You are asking now for a prog- 
nostication. 

Senator McGerr. No. I had understood you to say with some confi- 
dence that it would go to 4 very soon. 

Mr. Facxier. Yes. How far below that—— 

Senator McGer. Four is a confident figure? 

Mr. Facxxer. Well, fairly confident. 

Senator McGrsz. What occasions the lack of confidence? Where 
is the twilight zone, is it from 4 on down ? 

Mr. Fackuer. I would say yes, between 3 and 4 percent. 

Senator McGrxn. And you say 4 with confidence, and the rest is 
uncertain because of historical precedents ? 

Mr. Facxter. I would say we would rarely get down for very long 
to 3 percent. I think the previous witness, Mr. Goldfinger, mentioned 
an article by Stanley Lebergott saying that 1 year in 4, on the average, 
about 1 year in 4 we get down to a 3 percent figure. Now, that has 
been historically true. So you can say that we are not going to stay 
at 3 percent very long; that is the point. 

Senator McGer. Yes. 

Mr. Fackier. But there is reason to expect we can stay between 
3 and 4, a little above 4. 

Senator MoGrr. And the basis for that is the precedent of the past? 

Mr. Facxirr. Past experience, that is right. 

Senator McGer. Yes. 

Now, if this is true, then don’t you have a measurable body of in- 
formation from which you could draw—upon which you could draw 
for your own judgments? 
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Mr. Fackter. Yes, but it would depend on the state or the phase 
of the recovery, and the recession, and so on. 

Senator McGezr. You told us it was going to 4, and I was asking 
you what your judgment was in regard to the chamber’s position on 
what the present status was on involuntary unemployment, and your 
reply to me was that you had no basis for that. You could set out 
guidelines, that we were going to have to find out the answers to these 

uestions, and it seems to me you have supplied here a constant 
gure which you are confident is not going to be contradicted, 4 
percent. 

Mr. Facxtrr. I didn’t say that. 

Senator McGzr. You are uncertain about whether it is going down 
to 3 more than once every 4 years because of other testimony, and I 
am only trying to find out what your judgment is of the extent of 
real unemployment that must concern this committee now. 

Mr. Facxuer. Well, if you take, if you look at the papers that were 
presented to the Joint Economic Committee—I will call on the au- 
thority, I think, of Commissioner Clague of the Bureau of Labor 
Statistics. I can’t quote him offhand, but we could find it very easily 
in the hearings where he said if we went down to 3 million, if we get 
down to 3 million unemployed, the economy is doing very well indeed ; 
and he derives this answer, of course, from his experience in knowing 
the data, the numbers, very, very well, intimately. 

So he said if we get down to 3 million. Now, we have got about 
3.5 million, and we are getting close. 

Senator Harrxe. Maybe the economy would be doing pretty well. 
How about the 3 million, how would they be doing? 

Mr. Facxier. Some of them would be doing very badly, Senator. 

Senator Harrxe. That is a problem we must consider because we 
have decided that society has to pay for them. 


SOCIAL AND ECONOMIC ASPECTS OF UNEMPLOYMENT 


Mr. Facxter. Is this a problem of the economy, or is this a social 
problem that needs some very careful investigation and thought and 
work? You recall the distinction I made earlier, and I am making 
again. You have two problems; you have an economic problem and 
a social problem, and while they are related, they do not necessarily 
coincide. 

Senator Harrxe. Nor can we ignore either one. 

Mr. Facxter. Nor can we ignore either of them, that is right. 

Senator McGze. You would separate one from the business of this 
committee ? 

Mr. Facxurr. No, sir; I think because they are related you cannot 
separate them entirely. But, in pursuing your investigation, and your 
inquiry, I think that the distinction ought to be kept clearly in mind, 
that even when the economy is doing very well, you are going to have 
an unemployment problem, and part of it is not going to be so much 
an economic as a social problem. There is going to be persistent 
unemployment on the fringes, the marginable workers who may be 
employable and who may be unemployable. 

This is a very subjective thing. If you think a man is employable, 
he is unemployed. If the field investigator thinks he is unemployable, 
he is not even in the labor force and therefore he is not unemployed. 
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This is the kind of thing. You are always going to have this kind 
of problem, and yet the individual may be in desperate straits and 
be a social problem. Yet there is no necessary economic loss if he is 
not employed, because he is not employable at the margin. 

This is the kind of question that helps illustrate the difference be- 
tween unemployment as an economic problem and unemployment as a 
social problem, and they overlap and they are related. There is also 
the question of what can we legitimately expect from our economy 
in terms of cyclical unemployment, with the range of which is very 
imprecise. 

Should it balance between 3 and 5 percent? 6 percent? What range 
is the economy going to operate in over time? How much structural 
unemployment are we going to have with economic growth; with 
rapid economic growth? How do we get the displaced people reab- 
sorbed quickly and promptly back into the productive activity. 

The point I am making, really, is to keep in the back of your mind 
that this question: What can we legitimately expect from a healthy 
economy? And then go ahead to deal with the other problems that 
cannot bh taken care of even by a healthy, prosperous economy. 


CRITERIA FOR A HEALTHY ECONOMY 


Senator McGee. What would be your formula in measuring the 
healthy economy? It gets back to the points I am groping for here: 
Is it full employment, relatively full employment, or is it the margin 
of profits, the returns in 6 months out of the year? 

Mr. Facxuer. Senator, you are groping for that answer that all 
economists have groped for for a long time, and I have groped for, 
and we still have not been able to come up with an answer as to where 
these limits are. In other words, we know that in a growing economy 
part of our cyclical unemployment, so-called cyclical unemployment, 
is related to the process of innovation and change. In other words, it 
is related to our structural unemployment. In a growing econom 
how much fluctuation—where are the tolerance limits that we wale 
call reasonably full employment? Where should we set our goals? 
I don’t know and I don’t think anyone can tell us precisely. 

Senator McGrr. Well, I think I could make a guess, make a try 
at it, that in terms of the healthy economy the maximum of employ- 
ment builds the kind of economic base that I am personally interested 
in, and I say that for a reason: 

Not very many months ago, I read with interest a report of a 
speech from Colorado Springs, Colo., delivered at a convention, I 
think the convention was called the Young Executives of America, 
in which the presidents of American corporations—the presidents had 
to be under 40 years of age to be young executives of America. I am 
sorry they picked that year as the measure, but the president of this 
group delivered a very interesting bit of economic philosophy. The 
burden of it was this: That a little recession that would permit the 
shutting down and the reshuffling and the reorganization of corporate 
policies and that sort of thing was a good thing. Never in this cal- 
culation was the impact of the shutting down on those thrown out 
of work weighed in the balance. 

A second instance: Some of us sat here in a seminar, or some of my 
colleagues were present that evening when the president of one of our 
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poor steel corporations explained that in 6 months or perhaps 8 
months they could produce enough steel to make them their greatest 
profits, and still shut down the remaining 4 or 5 months. 

Now this, it seemed to me, was entering an artificial calculation that 
affects the unemployment picture in the Nation and that leaves out of 
the calculation the impact on the man with the family who has to 
have a job. 

Wouldn’t you then agree that there is not only the economic ups 
and downs and what you call cyclical unemployment? There was also 
another arbitrary factor that some groups do inject and that is the 
deliberate slowdown or closing down, producing at half time or two- 
thirds of capacity, that also affects the unemployment question. 

Mr. Facxurr. Well, I don’t quite follow—know what your question 
is. I agree with much of what you have to say, but I don’t remember, 
I don’t know, what your question is. 

Senator McGee. My question to you is: Ought it not to be the 
concern of this committee, and any agency of the Senate of the United 
States or the Government, that there are those arbitrary decisions 
made in the realm of business that would slow down or cut off 
employment quite arbitrarily rather than stay on full production’ 

Mr. Fackuer. Yes; if you think that such statements are evidence 
that there is considerable monopoly power, I think that is a very 
serious matter. 

Senator McGee. Let’s not inject that. I was not talking about 
monopoly power. 

Mr. Fackier. Well, there must be if these decisions can be com- 
ao arbitrary. Also I would suggest that businessmen—what 

usinessmen say and what they are able to do, what they do do, are 
often two different things. 

Senator McGee. That is a dodge. I mean we have got to go on on 
what the declaration of their policy is. 

Mr. Facxter. There must - some—— 

Senator McGee. Just as we go on what you say here today, we hope 
you are talking straight from the shoulder to us. 

Mr. Facxter. I have never done anything else. 

Senator McGer. But you are intimating what businessmen do and 
what they say, sir, are two different things. 


POWER OF INDIVIDUAL FIRM TO CREATE UNEMPLOYMENT 


Mr. Facsuzr. No, sir; I have not made myself clear. 

Businessmen often, in their pricing and output policies, follow rules 
of thumb, which they talk about—and they believe what they say, 
don’t misunderstand me; but the fact is they are not aware how con- 
strained they often are in these matters. They often have much less 
freedom of action than their statements would lead them to believe. 
That is all I am saying and would lead you to believe. 

Senator McGzez. And the recession which now—— 

Mr. Facxuer. I don’t think, in spite of what any business executive 
says, that any individual businessman brings on a recession. He may 
create unnecessary unemployment, don’t let me—— 

Senator McGee. Yes. There can be no decision, then, arbitrarily, 
in any business community 
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Mr. Facxuer. There certainly are some arbitrary decisions. When 
you say “No,” you are putting it as though we had no problem of 
market power in our economy at all. If we had no power 

Senator McGer. Is there sufficient room for arbitrary decisions in 
the business community to slow down employment ? 

Mr. Facxter. In a particular industry; yes. I don’t think they can 
precipitate general unemployment by the decisions of any single busi- 
ness firm. 

Senator McGrr. Your reply would suggest that you don’t think 
they should, even if they had the power; is that right ? 

Mr. Facxuer. Well, it would depend again on the circumstances 
on which they closed down, or whatever decision they took, I don’t 
know. I still don’t quite follow what you are driving at, Senator. 
If a businessman or a business organization which has a large number 
of employees behaves in a capricious and arbitrary manner, callous 
about employment, than there is a matter of the human problem; there 
is a problem here, and the business is creating unnecessary unem- 
ployment. 

Senator McGer. I apologize for not getting my point across. 

Mr. Facxter. I thought you were talking about the cyclical prob- 
lem, that is why I am relating it—I have a hard time relating it to 
what you say about cyclical unemployment. 

Senator McGer. { was suggesting an ingredient that I thought 
you had not included in the unemployment picture. I am sorry about 
not getting my point across. Being a former professor, I usually take 
50 minutes to get the point across. 

Mr. Facxurr. Being a former professor, I usually take 50 minutes 
for an answer. 

Senator McGee. But I raise the serious question as to how much 
arbitrary decisions in production decisions, in profit margin decisions, 
may contribute to unemployment. 

Mr. Facxuer. Well, I shouldn’t say that you shouldn’t look into 
this. I think this is probably 

Senator McGer. That to me is different from cyclical unemploy- 
ment. 

Mr. Facktirr. True. You are talking about a structural problem 
now, or a seasonal problem, even where a businessman could by good 
business management even out his employment over the year. 

Senator McGerr. Or I am talking about a 51- or 55-percent steel 
production capacity at one interval, or I am talking een a slow- 
down in any major industry upon which so much of our other re- 
lated economic facets depend, and what regulates the decision to 
slow it down. 

Mr. Fackuer. Well, I would say that competition is a pretty good 
regulator; and where there are areas of market power, we should 
investigate those areas of market power. 

Senator McGrr. Even with the testimony of one of the managers 
of a very large group, that they could make more money by running 
at 8 months instead of the 12% I mean, it is a question of what the 
ingredients are in good management, isn’t it ? 

Mr. Facktuer. I would suggest, if a business manager made a state- 
ment like that, there really is a problem where you should investigate 
seriously the market power that business firm has. 
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Senator McGer. I think it is a good idea. It is going on now in 
the steel dispute, and he is one of the participants. But this is a 
question which is very serious. 

Mr. Facxter. But I think all this is really very peripheral to the 
problems that this committee faces, if I may say so. 

Now, to the extent that you are dealing with unnecessary unemploy- 
ment, fluctuations, how they can be leveled out in a particular business 
firm, I don’t see any reason why this committee—as a matter of fact 
I would suggest that this committee give serious consideration to 
business practices that do worsen unemployment, and also business 
practices, and there are many which are taken to alleviate unemploy- 
ment. 

Take the seasonal case: A businessman often finds that labor turn- 
over isa very expensive matter. So you will see the efficient, the active, 
energetic manager seeking new product lines, trying to maintain his 
labor force, and to even out the seasonal unemployment. So I would 
investigate the bad business practices that aggravate the problem and 
the good business practices that help alleviate the problem. 

I think this is certainly an appropriate subject for your investi- 
gation. 

Senator McGrr. The question of the good and bad becomes a rela- 
tive one. It depends upon which side you are on, I suppose, as you 
are viewing the decision that is made. 

Mr. Fackuer. Well, looked at from the standpoint of how much 
unemployment could be avoided and, of course, the costs that would 
be involved in avoiding it. 

Senator McGee. Don’t you bring, then, back into focus—and this 
brings us to our starting point here when we engaged in this col- 
loquy—the opposing philosophy of an expanding economy and how 
much of an expanding economy and how rapid an expanding economy 
as opposed to a cautious and a restrained and sort of playing-it-close- 
to-the-vest approach ? 

Mr. Facxter. No, sir; there are very fundamental matters involved 
here on this question of growth. Growth, of course, is a good thing. 
We all agree it is a good thing. And in some ways growth does 
alleviate the problems of unemployment because, as new job opportu- 
nities are created, some of the pressures are taken off the dislocated 
markets. 

Senator McGer. And conversely, it would be true, too— 

Mr. Facxter. Also, part of our structural unemployment, as I 
eee out, is a concomitant, a result of growth, not a hear on growth. 

o that you have two elements here. 

Now, when you ask what should be our national policy, our national 
policy, if we want fast growth, we have to compromise, with per- 

aps less stability in the economy and less job security in the economy. 

Now, this is a matter of values. We all want job security, we all 
want stability, but we also want growth. We would also want the 
absence of inflation; we also want economic freedom, so there is no 
arbitrary restraint on our freedom of choice as consumers, as job- 
seekers, as investors. 

We want all these things. We want to improve income distribution. 
All right. Where do we compromise among these things? There is 
the basic issue, Senator. In pursuing any one of these goals we have 
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to compromise to some degree because of the conflicts among the other 
goals that are equally important, and this is a matter for the public 
to decide through their elected representatives. You are a part of the 
process. 

, Senator McGee. That is all the questions I have, Mr. Chairman. 

Chairman McCartuy. Mr. Fackler, I don’t think there is much 
danger that you, as a witness for the chamber of commerce, would be 
pilloried by the press, as you indicated. 

Mr. Facxter. I have been. 

Chairman McCarruy. But I suggest that when you next testify, 
that instead of talking about a necessary evil, you might call it on 
inevitable evil, while the unnecessary evil is one that might be 
avoidable. 

Mr. Facxuer. Senator, if I had had the time, I might have been 
able to revise this and to have presented a much more polished 
statement. I wrote it under great time pressure until late at night, 
and I was aware that the semantics might cause some problems, but it 
had to be finished. I had to be up here Monday. 

I wanted to appear tomorrow. I asked if I couldn’t delay my 
testimony 1 day, but you had your hearings already set, and I am 
sorry if my semantics bothered you. But I think that you are quite 
clear, I hope it is quite clear, what I was talking about. 

Chairman McCarruy. Well, as you know, this is not a legislative 
committee but a study committee. I am sure the chamber of com- 
merce will testify again before legislative committees before inter- 
mediate action is taken affecting unemployment or unemployment 
compensation or affecting any other proposal or program that might 
be developed from this committee’s report. 

But tell me this: Can you conceive that this committee or any other 
committee might develop facts which could move the chamber of com- 
merce to support, let us say, Federal legislation to establish national 
standards for unemployment compensation ? 


NATIONAL U.S. STANDARDS 


Mr. Fackier. Well, the chamber of commerce opposes the establish- 
ment of Federal standards, at least in the forms put forth in what 
was the Kennedy bill last year. I can’t speak for what the chamber 
might do in the future. After all, they have policies. Those policies 
are determined by their two-thirds of the voting members, and the 


membership establishes the policy. Now policies, of course, can 
change. 

Chairman McCartuy. They have been reasonably consistent over 
the years, have they not, on the question of unemployment compensa- 
tion ? 

Mr. Facxier. Well, there are some very serious problems, sir, that 
I think are often overlooked. Businessmen are worried about the 
merit rating proposals in the State standards for one thing; they are 
afraid those will go out, and there is one reason why employers are 
very skeptical about national standards—one reason why I am sure 
the membership of the National Chamber of Commerce has opposed 
establishment of Federal standards, because of the experience rating 
provisions that are in certain State programs. 
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I think this—to be realistic, Senator, I think if you want employers’ 
support for that type of legislation, or some other type, depending on 
how the standards are set, you have got to come to grips with the merit 
rating problem and certain other problems like it. 

I don’t profess to be an expert in the field of unemployment com- 
pensation, so I am not able to talk much about it. 

Chairman McCarruy. Do you know whether any State chamber of 
commerce has supported the State unemployment program or is happy 
with the merit rating? On the record, haven’t they opposed unem- 
ployment compensation at every level ? 

Mr. Facxter. I don’t think so. 

Chairman McCartuy. And have not accepted it ? 

Mr. Facxter. I would have to look at the record, but I don’t think 
so. Certainly, the national chamber has not in recent years. 


REDUCTION OF WORKWEEK 


Chairman McCartuy. Excepting perhaps only as a necessary evil. 

Can you conceive that we might develop facts here which might 
move the chamber of commerce to support a proposal to further re- 
duce the annual workload of employees, whether we do it by a shorter 
workday ora shorter workweek, or by longer vacations ? 

Mr. Facxuer. I don’t think the chamber of commerce has any pay 
regarding—any policy about—how long the workweek should be. 
This is a matter that should be decided by people, consumers, indi- 
viduals, individually and through their organizations. 

I see nothing sacred about a particular workweek. Historically 
we have seen it decline over the time. If people prefer leisure rather 
than additional money income, those choices will be expressed through 
the system, and we will havea shorter workweek. 

Chairman McCarruy. I assume it might also be related to the wage 
that was paid. 

I have no more questions. 

Anyone else? 

Senator McGee. Just one more question on this last point. 

Mr. Fackler, do you see the time coming, perhaps, when there would 
be considerably more money for measurably less work in terms of the 
hours per week ? , 

Mr. Facxuer. The time is coming; certainly it is coming. 

Senator MoGer. I think sometimes, certainly historically, of the im- 
pact Henry Ford had himself—1914, 1916, sometime in there. _ 

Mr. Facxter. I think I am approximately right, that over time as 
output per man-hour has risen, people have decided to take roughly 
half of it in terms of increased leisure and half of it in terms of in- 
creased goods. Now, the workweek at one time was very long, and of 
course there was lots of room to decrease the workweek. Whether or 
not we will continue to decrease the workweek, until we get it down 
near zero, I don’t know; but of course this depends on increasing pro- 
ductivity, technological innovation, how rapidly we can increase out- 
put per man-hour in the economy, and whether we want to work more 
or work less. These are choices. 

Senator McGer. This is really what we are talking about in a way 
when we speak of raising the standard of living; isn’t it? That is, 
when we—— 





UNEMPLOYMENT PROBLEMS 73 


Mr. Faoxter. Certainly. 

Senator McGrr. When we produce more leisure and have the a 
ductivity to back it up, that should be shared with people as well as 
with the others of capital. 

Mr. Fackuier. Would the Senator agree with me that leisure is a 
positive economic good ? 

Senator McGen. I think we would all agree on that. I think it 
ought to be carried over into the Senate, if it were possible. They 
are not about to do that at the present time. 

Mr. Facxkuer. At least the American people have considered leisure 
a positive economic good and have decided to forego real income that 
they could otherwise have had and to take part of their increases in 
productivity in the form of a shorter workweek. 

Senator McGer. That does leave unmentioned that area where, with 
greater productivity due to mechanization and that sort of thing, there 
is probably a legitimate area for the sharing of that return in order to 
provide more leisure. That is, this again comes back to increasing the 
standard of living, and I really believe from time to time that our own 
business community is selling itself short. I feel that they haven’t 
utilized their greatest capability. 

When the Russians used to preach that capitalism contains the seeds 
of its own destruction, copying Marx. They still are gambling that 
somehow we are going to wreck ourselves in this process, and I only 
would feel better if the busines community in general was willing to 
take a little more of a chance than it sometimes seems inclined to do 
on a national front, even though it may run the calculated risk of some 
instability. 

Those are risks that we have never been reluctant to take in the past 
in our history, and I think may be where the line of difference in phil- 
omens and policy may be drawn. 

hat is all, Mr. Chairman. 

Chairman McCarruy. I would just like to observe that we now seem 
to have reached a point where both leisure and unemployment are posi- 
tive economic goods. [Laughter.] 

Senator McNamara? 


BUSINESS FAILURES AND UNEMPLOYMENT 


Senator McNamara. I was just going to comment that certain] 
the chamber is concerned with the problem that we are wrestling with 
here. Unemployment and business failures are definitely related, 
from all the information we can get, and business failures are some- 
thing that the chamber of commerce has always been concerned with. 

Now, these are small businessmen, generally speaking, but when 
we have increased unemployment we seem to have increased business 
failures, on the part of small business particularly. I don’t think 
you made reference to that in your testimony, but I know it is one 
of the things that you are concerned with. 

Mr. Fackier. Unemployment of the small businessman. 

Senator McNamara. Certainly, the small businessman, when he 
goes out of business, if he operates a neighborhood business, a drug- 
store or market or something, does enter the unemployed. 

Mr. Facxkuer. Surely. 
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Senator McNamara. And your prime concern is that we don’t enter 
the unemployment, whether it is through businessmen or otherwise. 

Mr. Fackuer. Well, business failures obviously increase during a 
recession, just the same as unemployment increases during the 
recession. 

Senator McNamara. Now you get into the term “recession,” and 
today are we in a recession, or are we in a period of prosperity? 
What is your evaluation of today’s situation ? 

Mr. Fackter. Well, of course, the present situation is clouded up 
a bit by the steel strike, but. generally speaking, we are at a pretty 
high level of employment. 

enator McNamara. Let’s take it 90 days ago when we had no 
steel strike. What would your evaluation be then ? 

Mr. Fackier. We were in a very strong upswing and I think we 
are still in the upswing, but the situation is now kind of nebulous 
and uncertain. Please don’t get me into the forecasting business. 
I prefer to stay out of it, Senator. 

enator McNamara. If you get into it, as far as I am concerned, 
it will be on your own time. I didn’t do anything but take you back 
90 days. I didn’t take you ahead. This was your idea. 

Thank you. 

Chairman McCarruy. We thank the witness. We especially ap- 
—, the point you made with regard to the need for information 
that is not now available to the Government or business with regard 
to unemployment and production figures. We do hope we can develop 
those statistics. 

Mr. Fackter. Of course, Senator, we will be very glad to help in 


whatever way we can. 
(The following letter to Washington Post and Times Herald of 
October 16, 1959, was submitted by Mr. Fackler :) 


ANALYZING UNEMPLOYMENT 


On October 9 you published a letter from Rudolph T. Danstedt, director of the 
Washington Branch, National Association of Social Workers, which refers to a 
statement I made for the chamber of commerce before the Senate Committee on 
Unemployment. 

Mr. Danstedt quotes three words, “positive economic good,” out of the context 
of an 11-page statement, and without any factual or logical basis implies that the 
National Chamber holds to a “surplus labor” doctrine—that the economy some- 
how needs a labor reserve of unemployed to make it operate properly. He 
couldn’t be more wrong. 

In my statement before the Senate committee, I was constructively trying 
to help the committee analyze the nature of unemployment. To this end I 
pointed out that the welfare problem is not coterminous with the economic prob- 
lem, though, obviously, the two are directly related and overlap. 

At no time did I say unemployment per se was a positive economic good. I 
repeatedly stressed that human suffering and distress, from whatever cause, 
unemployment, underemployment or unemployability, should be ameliorated 
by eliminating the causes or by appropriate public and private welfare measures. 

To get at the anatomy of the problem, I made a threefold distinction as follows: 

1. A certain amount of voluntary unemployment included in our statistics is 
neither an economic or a welfare problem. People are free to quit, move, and 
to seek greater job satisfaction or pecuniary reward. Such movement pro- 
duces economic benefits for individuals and the economy generally, but involves 
few or no social costs. In our system people are free to pursue and evolve their 
own values without having those values arbitrarily imposed upon them. The 
values an individual freely chooses can be considered a “positive economic good” 
unless one is prepared to quarrel with tastes or with occupational freedom. 
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2. A much larger part of unemployment is involuntary. Part of it is “a neces- 
sary evil,” or to put it a better way, it represents the unavoidable social costs 
of economic growth and change. The benefits of a rising level of living and 
expanding new job opportunities are purchased at the cost of obsolete skills and 
labor force dislocations which create some serious, attendant welfare problems. 

8. Finally, a part of our involuntary unemployment is an ‘unnecessary evil” ; 
it represents avoidable social costs from which no economic benefits accrue to 
society. It results from unwise government, business and labor policies, institu- 
tional and sociological conditions that can be improved and, of course, from 
excessive fluctuations in the general level of business activity. Clearly, it would 
be a great step forward if we could eliminate or reduce unnecessary unemploy- 
ment. By so doing, not only would we increase the productiveness of our econ- 
omy, but we also would eliminate many serious welfare problems. 

I urged the committee to concentrate its study on the causes of unnecessary 
unemployment and on the welfare problems stemming from all kinds of unem- 
ployment. In other words, the main burden of my testimony was directed at 
identifying the problem areas with a view to reducing unemployment, and not at 
justifying it, as Mr. Danstedt’s letter implies. 

Unemployment is a complicated, many-sided problem—one which will require 
our best efforts on many fronts to alleviate its effects and eliminate its causes to 
the degree possible and feasible. Unfortunately, it seems impossible to discuss 
the problem in a competent, constructive and candid manner without being 
ridiculed or misrepresented. 

WALTER D. FACKLER, 
Assistant Director of Economic Research, U.S. Chamber of Commerce. 


Chairman McCarruy. We will call on you again, if we may. 

The next witness scheduled is Mr. Michael F. Widman of the Re- 
search and Marketing Department of the United Mine Workers of 
America. Mr. Widman is also assistant to the president. 

Mr. Wipman. I first must apologize to the committee for the name 
error made in preparing the statement in a hurry. 


STATEMENT OF MICHAEL F. WIDMAN, JR., ASSISTANT TO THE 
PRESIDENT AND DIRECTOR OF RESEARCH AND MARKETING 
DEPARTMENT, UNITED MINE WORKERS OF AMERICA 


Mr. Wipman. My name is Michael F. Widman, Jr. I am an assist- 
ant to the president and director of the Research Marketing Depart- 
ment of the United Mine Workers of America. 

The problem of unemployment is one which demands solution. No 
other economic ill affects individuals within an economic area more 
than mass joblessness of their region. The economic stagnation of 
various parts of our Nation represents a festering cancer on the future 
of the United States. 


UNEMPLOYMENT AMONG COAL MINERS 


The United Mine Workers of America is very familiar with unem- 
ployment. Most of the coal mining areas in America are centers of 
chronic unemployment. This situation is heinous to us because it 
retards the economic growth of those sections and what is more impor- 
tant, many of the men out of work are members of the United Mine 
Workers of America. 

Our records indicate that there are about 110,000 unemployed coal 
miners in the United States. The coal industry, both anthracite and 
bituminous, has in the past 10 years witnessed sharp reduction in its 
working force. Later we shall outline some of the causes of this 
unemployment, Let it suffice for us to point out here that over 100,000 
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men are seeking work in the coal-mining areas and are unable to 
find any gainful occupation. Distressed families and terrible living 
conditions are the result of unemployment on a vast scale. Social 
decay and moral degeneration are certain to follow. If the coal 
industry is to fulfill the responsibilities expected of it in the years 
ahead, we must do everything within our power today to make those 
coalmining areas bustling centers of prosperity, rather than dark areas 
of unemployment. 


MINERS’ ATTACHMENT TO THEIR COMMUNITIES 


At the outset of any study of unemployment in the coalfields one 
factor must be considered. The coal miner has deep attachments 
to his home. Times may be hard, money may be scarce in the mining 
communities, but the miner and his family are apt to remain and 
wait for a better day. Theoretical economists speak glibly of the 
mobility of the labor force. However, the desire of the miner to stay 
close to home defies all economic consideration. Consequently, the 
task of alleviating unemployment in the coalfields will be much 
easier if we start a apoomaptang to create job opportunities in coal 
mining areas. Any program designed to disturb deep family ties 


will encounter from the outset hostility and opposition. 


REASONS FOR UNEMPLOYMENT 


Why has the coal-mining industry become such a source of unem- 
ployment? To attempt to find any simple answer would be a gross 
oversimplification. There area ssaltitads of interrelated causes which 
combined to saddle coal with a problem of major proportions. Some 
of these may be blamed upon competitive factors; others were caused 
by unfair restrictions or conditions over which the coal has little or 
no control; still others are the natural result of technological change 
in the industry. 

1. Rising productivity of coal miners 

The coal industry has undergone an amazing transformation in the 
past 10 years. Mechanization of the mines has progressed so rapidly 
that all of the other segments of the industry have not been able to keep 
pace. For example, in 1890 the average production per man-day was 
2.56 tons. The average output per man-year was 579 tons, By 1930 
this figure had jumped to 5.06 tons per day and 948 tons per year. 
By 1950 comparable statistics revealed 6.77 tons per day and 1,239 
tons per year. In 1957 the efficiency had increased to the point where 
a bituminous miner produced 10.59 tons per day and 2,155 tons per 
year. Last year the output per day jumped even further to just under 
12 tons. This tremendous increase in productive efficiency has enabled 
coal to maintain a stable price level over the past 10 years. The man 
who works in the industry is currently enjoying the highest hourly 
wage of any industrial worker in the world. The combination of 
high wages and stable prices make the coal industry something of a 
unique economic phenomenon in our time. 

On the other side of the ledger, employment in the mines has de- 
creased sharply over the past 20 years. In 1937 the industry pro- 
duced 445,531,449 tons of coal, with 491,864 men employed. In 1957 
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total production amounted to 492,703,916 tons, with only 228,635 men 
working in or around the mines. This decline in employment was the 
price paid by America’s coal miners to enable their industry to remain 
in @ competitive position in our economy. These unemployed men 
represent the casualties of the economic warfare inherent in our free 
enterprise economy. , 

Efficiency in operation and a constant effort to achieve ever lower 
unit costs enabled the coal industry to survive the most trying period 
of its existence. The United Mines Workers recognize that coal, just 
as any other commodity, had to withstand the rigors of the market- 
place. Consequently, we did not attempt to hinder the modernization 
programs of our industry. Since increased productivity is a pre- 
requisite for economic survival, our industry performed its industrial 
miracle. The miner became the highest paid industrial worker in the 
world. But the human price is the men who are sacrificed to the harsh 
gods of economics—the unemployed coal miner. 

The markets for coal have faced increasing competition from other 
fuels. The invasion of natural gas and oil into the space heating 
field has resulted in a general attrition on coal’s markets in this area, 
especially in the anthracite industry. 

2, Declining demand 

Anthracite, unlike bituminous, is devoted almost exclusively to 
+ heating. The great bulk of this coal is sold to homes through 
the yards of retail dealers. For many years anthracite has been the 
premium fuel of American homes in the Northeast section of this 
country. The anthracite industry employed in excess of 100,000 men 
during the 1930’s. The producing region is confined to five counties 
of northeastern Pennsylvania, adjacent to the larger metropolitan 
areas of our country. With constant inroads being made into its 
major sales outlet, anthracite has suffered. The snidustey now em- 
ploys only about 20,000 production workers. The region is experi- 
encing an economic depression which is unparalleled in any other sec- 
tion of the country. This process has continued almost unabated since 
the end of World War II. Yet, despite the desperate circumstances 
of the region, little if anything has been done to arrest the economic 
degeneration taking place. 

Bituminous coal has not felt the loss of home heating so drastically. 
However, the loss has thrown many men out of jobs. The impact on 
the revenues of the major producing companies has been extremely 
detrimental. Retail coal, both anthracite and bituminous, commands 
a better price. 

The major loss for bituminous coal has occurred in the dieselization 
of the railroads. Once an outlet for over 100 million tons of coal, the 
railroad market has become virtually extinct as a coal consumer. 
The impact of the complete evaporation of a major market has been 
a staggering blow to the industry. The loss in jobs has been great. 

3. Mining a concentrated industry 

_The economic repercussions of the major dislocations in production, 
distribution and consumption of coal, along with the technogolical 
revolution, have resulted in a major unemployment problem in coal 
areas. Adding to the problem is the fact that the entire economy 
of these areas is closely intertwined with coal mining. When the 
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mines are prosperous, the region is prosperous. However, if mass 
layoffs occur for various reasons, the economy rapidly deteriorates 
into economic decay. Stores, businesses, and industries dependent on 
coal mining immediately reflect the general decline. Obviously, such 
an attractive picture does not appeal to industry seeking to expand 
or relocate. Hard-pressed local and State governments, as well as 
business and civic groups, cannot offer much inducement to bring in 
needed industry. So the vicious cycle begins. Only a transfusion 
of outside aid or a revitalization of the coal industry can prevent 
complete economic collapse. 
4. Importation of residual fuel oil 

One major source of irritation to the coal industry has been the 
wholesale importation of residual fuel oil into the United States. 
The coal industry, especially in bituminous, has been able to offset 
huge losses in other markets by rapidly expanding consumption by the 
electric utilities. During the past several years a flood of cheap waste 
fuel oil has seriously threatened that market along the east coast. 
Most of the plants in this area are equipped to burn either coal, oil, 
or gas. Consequently, when an oil glut develops abroad the major 
outlet is in the utility boilers in the United States. To clarify any 
misunderstanding which may exist, waste fuel oil, a heavy tarlike 
product, may only be burned by utilities and other large consumers 
equipped to do so. It is not used for home heating. The eastern 
part of the United States is considered to be coal’s prime market. But 
the industry watched as an evergrowing volume of foreign oil en- 
gulfed the area. During 1958, for example, over 40 million tons of 
coal were displaced. Let me emphasize that coal does not object to 


legitimate competition. However, we consider that indiscriminate 
dumping of waste oil in our market at any price is an unfair com- 
petitive tactic. We did not and do not intend to sit idly by and allow 
any more coal tonnages to be lost to such an unscrupulous practice. 


5. Wasteful use of natural gas 

Another wasteful practice which has severely aggravated coal un- 
employment has been the sumping of natural gas under utility boilers. 
From a conservation standpoint this is extremely wasteful. The 
known reserves of gas are relatively limited. But the gas industry in- 
sists on maintaining a year-round volume by dumping the gas at cut- 
throat prices under utility boilers. The coal industry should not be 
expected to lay idle during the summer months just because natural 
gas is available at cutthroat prices. Obviously an industry that sells 
its product below the cost of production must make up the difference 
somewhere else. So who pays? The household consumer pays this 
difference to enable the gas industry to offer dump prices. Thus, the 
Nation is suffering the wasting of one of its valuable natural resources. 
For the coal miner the result has been further idleness and aggravated 
unemployment. 
6. Depressing impact of TVA 

‘We cannot leave the unemployment problem in the coal industry 
without a word on the coal-buying policies of the Tennessee Valley 
Authority. No other single factor has such a depressing effect on the 
coal industry as TVA. Remember that TVA is the largest single con- 
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sumer of coal in America. Any coal-buying policy of the Authority 
has widespread impact on coal prices everywhere. My organization 
has watched the TVA abuse the coal producers in its area. We have 
seen TVA buy coal at substandard prices from mines whose men 
worked under conditions not fit for human beings. Major coal com- 
panies have been forced to abandon Tennessee and some refuse to sell 
coal at all to TVA because of the adverse effect it has on prices else- 
where. On many occasions, both personally and through correspon- 
dence, we have tried to alter this injurious coal policy. Unfortunately 
the responsible officials have remained recalcitrant in their denial of 
the human equity in coal. 
7. Discriminatory depletion allowance policies 

A final factor which has mitigated against a healthy coal industry 
is the depletion tax accorded gas and oil. While coal has been strug- 
gling to maintain competitive equality with other fuels, it has faced 
the high depletion allowances of these fuels. This advantage has 
been used most effectively by our adversaries. This tax bonanza has 
meant excess profits, millions for propaganda. In short, by granting 
two fuels a better tax break than coal, the Government has accorded 
them a very definite and obvious advantage. In this instance the 
powers of our Government have been and are being used as a com- 
petitive weapon against the coal industry. 


CONFIDENCE IN FUTURE 


Despite all of these handicaps, the coal industry, both anthracite 
and bituminous, looks to the future with confidence. They both have 
faced problems. The future will hold many more. However, any 
man or woman connected with the mining industry today can be 
a of its achievements. From the chaos of lost markets and 

eclining production has risen the most modern and productive indus- 
try in the world. We make no apologies for coal. We do not come 
before this body, or any other, with hat in hand to beg. The Ameri- 
can coal industry has the men and machinery to insure adequate fuels 
for our Nation in time of war and time of peace. What the coal 
industry seeks is equality of opportunity under our free enterprise 
system. 

PROGRAM FOR THE COAL INDUSTRY 


We believe the program we shall place before this group today will 
help solve the unemployment problems in coal-mining areas. Some 
of our suggestions merely give coal an equal competitive opportunity 
now sadly lacking. Some stop wasteful and discriminatory use of a 
rival fuel. Proposals will be set forth to stop the enrichment of 
foreign nations at the expense of American industry. We are going 
to ask that the Government of the United States help the citizens of 
our great Republic who live in depressed areas. These men and 
women do not seek charity. We do not feel that it is too much to 
ask our own Government to help these people help themselves. After 
all, billions have been spent to help other depressed areas of the world. 
Our money has built roads, factories, mines, and the like in Laos, 
Germany, Poland, Egypt, and other nations. The list is endless. In 
every instance we stood to lose not only our money but even the friend- 





80 UNEMPLOYMENT PROBLEMS 


ship of their governments. But the citizens of West Virginia, Penn- 
sylvania, Kentucky, and the other coal States are loyal and true Amer- 
icans. Is it too much to ask a little help for them in their hour of 
need? Or is the stranger to be fed while the son goes begging at the 
door? Thus, we would like to propose certain remedies for the severe 
unemployment in the coal-mining areas. If the Congress sees fit to 
inaugurate some of them we are sure a positive step forward will be 
taken in our economy. 


1. Need for national fuels policy 


There should be established in this country a national fuels policy. 
Obviously our entire economy is energy based. The projections for 
the future indicate energy consumption growing at an accelerated 
rate. If our Nation is to meet this expansion of energy demand, it 
must have adequate fuel reserves. Most of the other industrial na- 
tions of the world have conducted extensive studies into their fuel 
pictures. Guided by these studies they have been able to take steps 
to use their fuel supplies efficiently. The need for such a study in 
the United States is becoming more apparent to responsible leaders. 
We in coal have no particular ax to grind. An impartial congres- 
sional committee could make the inquiry. All segments of the fuel 
industry could be called in. Testimony could be taken and conclu- 
sions drawn. The important point to remember, however, is that all 
fuels must be utilized to their maximum efficiency. The days of 
superabundant natural resources in America are over. We must 
begin to use those resources we have in abundance and conserve those 
in short supply. 

The important restrictions on residual oil should be maintained. 
These quotas are vital to national defense. More germane to our 
topic today is their injurious effect on our domestic economy. The 
injury to our own coal miners is inexcusable in the light of trade 
barriers erected against our own goods abroad. Just a short time ago 
Secretary Anderson referred to this problem in an address to foreign 
financial specialists. We as a nation cannot afford to allow our own 
economy to suffer because of unfair dumping tactics by foreign 
countries. 

The practice of the natural-gas industry in dumping during sum- 
mer months should be discouraged. Since gas is relatively scarce it 
should be utilized to best advantage. Due to modern technological 
advances, utilities are equipped to burn almost any type of fuel. It 
seems inconceivable that such a vital and scarce product as gas be 
used merely to maintain volume when an abundant product like coal 
is readily available. The force of the various regulatory agencies 
should be brought to bear to stop the undercutting of coal’s primary 
market to satisfy short-term financial interests to the long-term de- 
terminent of the Nation as a whole. 

2. Extension of unemployment insurance 

Unemployment insurance should be extended to cover the entire 
period of joblessness. This compensation should be on the basis of 75 
percent of the average weekly wage. Federal grants should be given 
to States to enable them to extend the payments of those about to 
exhaust their benefits. We recognize the unemployment system as 
being in the status of the general welfare clause of the Constitution 





UNEMPLOYMENT PROBLEMS SI 


and, in providing for its improvement and extensions, it cannot with 
propriety or in logic or common sense be classified as a dole, notwith- 
standing the opinion to the contrary in high places. The U.M.W.A. 
maintains that there should not be, or cannot be, dire poverty in our 
Nation when the vast majority of Americans are enjoying the highest 
standard of life in history. Poverty in the midst of plenty is an in- 
tolerable incongruity, the existence of which we cannot afford. 


3. Lower retirement age 


In the same vein, the minimum age for social security should be 
lowered to permit older men out of work to qualify for such benefits. 
Mineworkers over 60 are now eligible for pensions from the welfare 
and retirement fund of the anthracite health and welfare fund. How- 
ever, the amount does not allow the men to enjoy to the fullest extent 
their declining years. The inclusion of social security at a younger 
age would, in all probability, encourage men to retire younger, thus 
allowing more men to work in the industry. 

4, Broader coal market 

Coal-research programs should be started to broaden coal’s market 
base. <A bill to this end was passed by the last session of Congress, 
only to be vetoed by the President. We cannot urge too strongly 
similar future legislation. The anthracite industry especially and 
the bituminous industry need new markets in order to realize their full 
potential. Depressed conditions in both industries preclude any ex- 
tensive research. Therefore, they must look to the Government for 
research programs on a broad scale. Research has been carried on in 
many fields by the United States. We feel that coal research would 
bear rich dividends for the Nation. 


5. Aid to depressed fields 

A large intensified construction program for roads, highways, hos- 
pitals, and schools, with a low interest loan program for small business 
and help in construction of plants for industry in the distressed labor 
areas is needed. 

A liberal and more elastic contract and purchasing program on the 
part of the Federal Government with due and proper consideration 


for going basic industries, such as the coal industry, should be 
established. 
6. Foreign aid purchases in United States 

Under the foreign aid program there should be increased purchases 
of goods and commodities here in our own country for shipment 
abroad. 

Our Government should look into the situation respecting the barter 
system engaged in by western powers, who are recipients of our loans, 
credits, and other aid, but who in turn make bartering arrangements 
with countries that have Communist governments, all of whom are: 
dominated or controlled by Russia, including Russia itself. 

7. TVA purchase policies 

Finally, an investigation should be conducted into the coal-buying 
policies of TVA. ‘This inquiry will be able to determine whether or 
not an agency of the Government established to uplift an economically 
depressed area has in fact done grave damage to coal, the most. basic: 
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industry in the area. The U.M.W.A. feels that such congressional 
interest will do much to change the harmful practices of TVA. 

A study of the unemployment in coal has a very special significance. 
On all sides the problem of automation is cropping up. Labor and 
industry are cautiously edging into an entirely new era. Problems 
of major magnitude have to be solved. The problems are many, the 
rewards are great. 

Coal has faced and met these problems for many years. Labor and 
industry have united in a common cause. Now we look to the future. 
Our position is strong. With fair treatment by Government, our 
industry and our union will grow to meet the demands of a growing 
America. 

In closing I wish to offer any assistance the United Mine Workers 
of America can offer to help this body, or any other, understand and 
overcome the danger which mass unemployment poses for the future 
of the United States. 

I thank you. 

Chairman McCarruy. We thank the witness for his testimony and 
for his suggestions. 

Are there any questions ? 


STABILITY OF COAL PRICES 


Senator McNamara. I have a very quick question, which is not 
probably of too much concern to the committee. 

On page 2 of your statement, sir, about two-thirds of the way down, 
you say— 

Last year the output per day jumped even further to just under 12 tons. 


Is that 12 tons per man ? 
Mr. Wipman. Per man-day. 
Senator McNamara. This would indicate that the direct labor cost 
of producing coal is about $2 a ton, is that right, in round numbers? 
Mr. Wipman. In round numbers, that is right, sir. 
eee McNamara. That surprised me. I didn’t think it was that 
igh. 

r. Wipman. Well, the productive improvement in our industry 
has resulted in coal stable prices until it is selling at 1 cent a ton 
on the average, in 1950, higher than it did in 1948. No other com- 
modity in our country shows such a result. 

Senator McNamara. I think you established that very well in your 
presentation. 

That is all. 

Chairman McCartny. Senator Hartke? 


VETO OF COAL RESEARCH PROGRAM 


Senator Harrxe. You are talking about the coal research pro- 
gram. I think you had reference to H.R. 6596, which was to en- 
courage production and conservation of coal in the United States 
through research and development by creating a Coal Research and 
Development Commission, which was passed by wide margins in both 
the Senate and the House. 

Mr. Wioman. That is right. 

Senator Harrxe. And later vetoed by the President. 
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Mr. Wipman. That is right. 

Senator Harrxe. As I recall the veto message, which I do not have 
with me here, the reason given was, these duties were being per- 
formed by other agencies in government. 

Do you feel that they are being performed by any other agencies, 
and what agencies, in particular, are performing any of these duties, 
if they are so being performed ? 

Mr. Wimay. They are not being performed on any scale of sig- 
nificance. They are being performed, let’s say, on a very limited de- 
gree with the resources of the Bureau of Mines Section of Research 
under the Interior Department. 

Senator Harrxe. But nothing on a significant scale to alleviate 
the unemployment problem, and to develop really some new uses for 
coal, is that right ? 

Mr. Wipmany. Not at all, sir. We have a few independent people 
that are doing some research work. I have in mind now the Curtis- 
Wright people with the coal binder where they have come up with 
a burning or heating of raw coal, and cooking of low tars. They are 
working on another thing but it is of such a spotty nature that it is 
not — as I see it, and it is not producing results nearly as 
quickly. 

I hope they come up with satisfactory results, but that is just not 
the kind of program we have in mind and one that would really benefit 
our industry and our Nation as a whole. 


EFFICIENCY OF COAL INDUSTRY 


Senator Harte. I think the coal industry in particular should be 
complimented on the efficiency which they have achieved, and in par- 
ticular their relations to this matter of foreign trade. 

As I understand it, you can deliver coal on the banks of the Rhine 
or Belgium or to the Western European countries at about two-thirds 
of the price they can produce their own coal themselves, isn’t that 
about right ? 

Mr. Wipman. That is about—to this extent, they have levied a tariff 
of about $3.76 a ton on our coal. 

Senator Harrxe. Yes. This tariff was imposed early this year, 
isn’t that right ? 

Mr. Wipman. That is right, sir. 

Senator Harrxe. And it was imposed on the basis they had a 
domestic unemployment problem in Western Europe. 

Mr. Wipman. They have a surplus above ground in storage. 

Senator Harrxe. That is right. 

Mr. Wipman. We don’t find any fault with people protecting its 
own people, but we think it is time for us to do the same. 

Senator Harrxe. You would just like for us to take care of our- 
selves once in awhile? 

Mr Wipman. Yes. 

Chairman McCarruy. Senator McGee. 


OBSTACLES TO LABOR MOBILITY 


Senator McGrr. I wonder how widespread it is in the coal indus- 
try where we find it in the coal communities in Wyoming. We are 
willing to go along with the technological changes and the impact of 
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automation, and that sort of thing, but we find in, particularly around 
Rock Springs, Reliance, Superior, Stansbury, that an unemployed 
coal miner is trapped there. It is easy to tell him he ought to go to 
California or somewhere and live it up in some other industries, but 
the man who is over 50 years of age, 45 or 50 years of age, is not 
readily reemployable in other areas. 

That same man also has dedicated his life, let’s say, in the mines 
at Superior, Wyo., and he has buried his wife there. He may have 
lost a child or two there. He just sentimentally is wedded to the 
place. His age, and his life of devotion there have almost literally 
imprisoned him in one dependence, and that is on coal. 

Now, how widespread would the condition I have described, which 
obtains in the State of Wyoming. would that be in the industry as 
a whole? 

Mr. Wipman. Oh, yes. As I said in my original presentation here, 
that the coal miner has deep attachments to his home, and that is true 
whether it is in Kentucky, Tennessee, or anywhere else. 

Now, the availability of opportunity for them to move or at least 
their offspring to move will not necessitate such long mileage of travel 
as it might in your particular area, because they are closer to the in- 
‘dustrial centers of our country. 

But other than that, the, well, let’s say the desire to stay put, is 
almost the same in any State in the coal industry. 


COAL RESEARCH 


Senator McGer. In terms of the coal research program that was 
vetoed by this administration, do you envisage something of the mag- 


nitude of the crash program that went into the atomic research 
program ? 

Mr. Wipman. Oh, yes. There have been millions of dollars spent 
for atomic research, and the thing we have complained of on that 

rogram has been that they have, for instance, put up a plant in 
Shippingport, I believe the name of the town is, in Pennsylvania. It 
is competition with readily available coal that can produce the power 
much cheaper, but they go in there and put in experimental plant in 
that particular area, and it competes against coal, and they could 
not sell that to the consumer at the going rate of the public utility 
by any stretch of the imagination without Government subsidy. 

We are not asking for that. We are not opposed to the atomic 
energy program from the standpoint of keeping ourselves abreast with 
the changes and experimenting. But why couldn’t they put that kind 
of a plant outside or in a high cost fuel market area for the require- 
ments to generate the electricity, which is higher than it is here. 

Here they pick on a depressed industry, is the way it looks to us, 
and put it in that particular locality. 
_ Now, another one is going into Philadelphia, another one in Mich- 
igan. Now these, in my opinion, are misplaced geographically from 
the real intent of the Atomic Energy Commission when it comes to 
trying to keep abreast with the atomic changes that may be necessary 
and that science may bring forth just that much better. 

We don’t know what the future may hold in store, and we certainly 
«don’t want to retard any such program. But we believe-—— 
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Senator McGee. Your position fundamentally is this, if I under- 
stand it, that you believe that given our great deposits of coal that we 
have, that those deposits are as entitled to full development, to full 
use and new use, through research, as the more dramatic or the devel- 
opments of late that have a razzmatazz associated with it. If we could 
get coal off the ground from Canaveral, we might excite an appropria- 
tion to have it. 

Mr. WipmaN. Let me say that coal has an important explosive ele- 
ment in it, too. Witness the number of men who are killed when you 
have one of those explosions, so it is valuable in many ways. 

But I wish to point this out, Senator, since you raised that point, in 
every war period that this country has had to face, coal has been 
called upon and has been relied upon as the basic commodity for vic- 
tory and it has delivered each time. 

Now, you cripple that industry as they are trying to cripple it, I 
don’t think they have succeeded as yet, you are going to have a little 
trouble getting the industry up on its feet ready to fight again for 
our great Nation, that is the thing. There is another worry, and 
source of worry, that most people don’t seem to think much about it. 
They say, “If you are only going to live for war emergency, you don’t 
deserve to live.” Well, now, those same people will be crying if the 
submarines stop the imports or oil coming from outside and we are 
short of fuel over here. 

Senator McGerr. I think we agree with you completely on that. 
We are looking ahead on coal, not hackwad. We are not trying to 


pad the rolls or to make work. We only want to create the new op- 
portunity, the new uses that we could derive. 


Mr. Wipman. That is right, sir. 

Senator McGrr. From a coal research program that would score 
the break thus, scientifically, and costwise, that we need yet to register. 

Mr. Wiomay. I have in mind now a gentleman who came to my 
Department as the Director of Research and Marketing who has an 
idea for a coal-fired diesel engine, a regular engine that is now oper- 
ating on the railroads, and he fires this engine with powdered coal. 
It is not a new idea, but there doesn’t seem to be anyone with enough 
money to give this fellow a push on the outside, on the idea, whether 
it will be economically feasible or not. 

I think it will be, he thinks it will, at one-third the cost of diesel 
fuel to be used on the railroad. It is quite a thing. 

I run into many different ideas; that our department is only 2 
years old, it is the only one that I know of in the labor movement 
where a labor union has set up a marketing and research department 
to help their industry. All labor unions, as I understand them, have 
economic research departments, but none of them have a marketing 
and research department which we have set up in the last 2 years. 

Senator McGerr. May I say to you, sir, we in Wyoming are as in- 
terested as you in the development of future uses for coal. We are 
sitting on top of coal. The whole State is out there, probably the 
largest reserves left in America. 

Mr. Wipman. That is a great amount. 

Senator McGee. If we were to use up coal now at the rate we are 
using it up, we have enough for 150 years for the whole Nation, it is 
a matter of finding new utilization for it. 
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Mr. Wipman. Thatis right. We agree with that. 

Chairman McCarruy. Thank you, Mr. Widman. 

The next witness is Mr. Moody. 

We will hear you now, Mr. Moody. 

Mr. Moopy. Thank you. 

Chairman McCartuy. I would like to observe and have noted that 
Senator Randolph is on his way and will be here this afternoon. If 
you are available then he may wish to question you when he is here 
after lunch. Senator Cooper is also on his way. I don’t know whether 
he will be in this afternoon or tomorrow. 

Mr. Moopy. You would like to have me come in this afternoon ? 

Chairman McCarruy. If you come in this afternoon and if they 
have any questions, they will have the opportunity to ask them then. 


STATEMENT OF JOSEPH E. MOODY, PRESIDENT, NATIONAL COAL 
POLICY CONFERENCE, INC. 


DRAMATIC STORY OF COAL PRODUCTIVITY 


Mr. Moopy. Thank you, Senator. 

Senator McGee, I happened to notice one of your questions, and 
this morning we were monkeying around with some charts. I am not 
much of a chart man, but I think this might be of interest to you. 
It is one we just put before I left, as you asked. See, we have the 
black copy, but it 1s the story of the fis inate. showing your f.o.b. 
mine price, your delivered price, your average hourly earnings, and 
your productivity, and if fe was ever a dramatic story that pro- 
ductivity and price are related, that one does it. 


Senator McGee. This will —_— one of the grossest misconceptions 


that many people in this country have about the coal industry. 

Mr. Moopy. Yes. 

I agree with you that Wyoming is sitting on an awful lot of coal 
out there. We have been doing a study of the mineral resources of 
Russia, which will probably be published in the next 10 days or so, 
and I think it is prmeny the first time it has been done, because it 
was a matter of taking Russian newspapers and magazines and finding 
out what the Russians are saying when they are talking to themselves 
rather than for propaganda purposes, and I think Senator McGee’s 
State is probably the only one that even comes close to some of the 
reserves they have in Russia. 

Mr. Chairman and members of the committee, I am Joseph E. 
Moody, president of the National Coal Policy Conference, Inc., an 
organization emporne of coal operators, the United Mine Workers, 
coal-carrying railroads, electric utilities, and coal equipment manu- 
facturers. My purpose here today is to outline in brief the serious 
effects of the current unemployment situation in one of America’s 
basic industries, the coal industry. I appreciate the committee’s 
affording me this opportunity to do so. 

Let me begin by concurring with the testimony given here earlier 
by Mr. Michael Widman, Jr. of the United Mine Workers of America. 
Mr. Widman ably described the critical need for positive long-range 
action to aid our Nation’s many hard-pressed pe communities and 
areas. I would like to complement Mr. Widman’s statement by de- 
scribing how unemployment, like a cancer, extends itself beyond these 
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communities, affecting not only coal miners but other important seg- 
ments of the American economy. 


WIDESPREAD IMPACT OF COAL INDUSTRY 


When we therefore speak of the economic welfare of the coal in- 
dustry, we are not simply referring to a situation existing in coal- 
producing States such as West Virginia, Pennsylvania, or Kentucky. 
Nor are we limiting ourselves to the 21 States in which coal is pro- 
duced. We are in fact talking about a situation which affects the 
entire American economy. The New Englander employed in his 
region’s multimillion dollar coal-equipment industry is affected. The 
Texan who works for a railroad is affected. They do not live in coal- 

roducing areas, but the economic disease which affects the West 
irginia coal miner will surely, unless abated, touch them. 

Let us look then at the present condition of the coal industry. It 
has for some time now been in an economic decline. Among the causes 
of this decline was the almost simultaneous development of two revo- 
lutionary technological devices: the transcontinental pipeline and the 
diesel engine. For a lesser industry, the competitive challenge pre- 
sented by these developments might have proven fatal. But the coal 
industry, despite its decline, has succeeded in maintaining its position 
as America’s heaid fuel. 


COAL INDUSTRY MEETS COMPETITIVE CHALLENGE 


Coal has been hurt, but it has not died and it is not dying, because 
the industry rallied to meet the competitive challenge of the 20th 
century fuel market. 

To accomplish this, the coal industry did not turn to the Federal 
Government for a subsidy. Indeed, it is one of the few basic American 
industries that does not rely on a subsidy. Instead, coal met the issue 
by means of an old and time-tested American prescription: self-help. 

Let me here point to some of the dramatic examples of how coal has 
applied this prescription. 

The industry’s technological advances and record of productivity 
in recent years are the envy of every national coal industry in the 
world. The American coal miner has nearly doubled his productivity 
in the past decade. The result of our modern, efficient and economical 
methods of mining is that coal has more than met the challenge of the 
20th century fuel market. The price of coal at the mines in 1948 was 
$4.99. The price in 1958 was $5, an increase of only 1 cent. It is with 
good reason that many of the Nation’s newspapers and periodicals 
have termed coal “America’s No. 1 Anti-Inflation Commodity.” 

In considering the modernization of the coal industry we cannot 
overlook the vital role played by the coal miner and his union. The 
United Mine Workers of America, as is well known, has cooperated 
in the introduction of new methods and equipment. 

The coal industry has rallied in still other ways to maintain its 
vitality. The organization which I represent is in itself a remarkable 
a of its reliance on self-help to cure its ills. In the National 
Coal Policy Conference, coal operators have joined with the coal union, 
with railroads, with electric utilities, and with equipment manufac- 
turers in a unified effort to solve the industry’s problems. 
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Coal then has made great strides to help itself. But despite these 
efforts, it is still faced with serious problems. The unemployment 
situation which this committee is here to consider is a critical symptom 
of these problems. Let me now address my remarks to the subject of 
some of the causes. We have met the challenge of modern technology, 
the transcontinntal pipeline and the diesel engine, with a modern 
technology of our own, second to none. 

As a result, coal can meet its competitors in the fuel market on 
more-than-equal terms. The problem then, as I see it, lies deeper, in 
the inequitable conditions existing in that market. 


COAL INDUSTRY SEEKS FAIR SHARE OF MARKET 


The coal industry has never asked for anything more, or. less, than 
a fair chance at its fair share of the fuel market. It has not asked 
for a Government subsidy to conduct its business. It has not had 
the benefit of the Government aid provided its oil and gas industry 
competitors for development and expansion activities. It has relied 
on self-help, while the Federal Government, in the past 6 years, has 
subsidized the development of atomic energy for civilian use to the 
extent of some $800 million, with competitive power from this source 
not yet in sight. 

True, the coal industry was recently provided some encouragement 
by the Congress in the form of a $2 million appropriation for coal 
research and development. It was encouraging, but it was also vetoed. 

Coal has also been confronted with Government indifference toward 
unfair fuel market practices. Gas dumping and foreign fuel imports 
may have an appeal from a fast-dollar standpoint, but they are hardly 


practices leading to a long-range, healthy fuel economy. The Presi- 
dent’s mandatory order on oil imports had to some extent recognized 
this fact. But this is in itself a stopgap expedient. The overall 
question of how to stabilize and make the best use of all our energy 
resources—coal, oil, gas, and nuclear—is yet to be answered. 


NEED FOR NATIONAL FUEL UTILIZATION POLICY 


The National Coal Policy Conference believes that the first step 
toward solving this problem and toward restoring the economic health 
of critical fuel production areas, thereby alleviating the unemployment 
conditions in these areas, is establishment of a national fuels policy 
study. Such a study, conducted impartially and objectively, would 
not only provide important answers for the intelligent utilization of 
our national resources, but would also furnish some guide as to future 
manpower requirements in the fuels industries. 

Manpower Is, after all, a truly basic energy resource. The tragedy 
of unemployed coal miners goes beyond the individuals concerned. 
It represents a waste which today, more than ever before, our Nation 
cannot afford. 

The modern miner of coal is a skilled workman. His present plight 
may be written off by some as a mere temporary industrial disloca- 
tion. Through indifference the Federal Government may permit this 
dislocation, but let me warn that the experience of recent national 
emergencies could prove this a costly indifference. 
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A coal mine shut down and a coal miner dislocated cannot be re- 
turned to the economy by the flick of a switch. It takes years to 
properly develop a modern mine. It takes years to properly train a 
miner ‘in the use. of. modern coal equipment. These are resources 
which, in the event of emergency, the Nation must turn to for its vital 
fuel supply. They are resources which, if left to atrophy, we cannot 
replace in a short period. 

In like fashion, the helter-skelter, trial-and-error complex of Fed- 
eral fuels policies we now have can lead to greater dislocations in other 
segments of the fuel economy. ‘Today the coal miner suffers. To- 
morrow it may be the oilworker who finds himself dislocated because 
of shortsighted policies. 

It is our belief then that the problem of unemployment in the fuels 
industries can be corrected by a long-range policy aimed at sound, 
intelligent utilization of our domestic fuels resources. A national 
fuels policy based on equal treatment for all fuels is the essential need. 

With proper recognition of our domestic fuels and the place of coal 
among them, the coal industry—modern, aggressive, competitive as 
it is—will absorb this skilled manpower back into its productive force. 
Coal, with its tremendous reserves and its ready conversion to liquid 
fuels and gas, must take a place of major significance in our future 
fuel economy. 

Once again, I would like to thank you for the opportunity to appear 
before this committee. The problem you are considering has serious 
implications for the coal industry. I know that you will approach this 
problem with a purposeful resolve to consider solutions which wil] 
benefit the coal industry and the Nation as a whole. 

Ithank you. 

Chairman McCarrnuy. Thank you, Mr. Moody. 

Any questions, Senator McNamara? 

Senator McNamara. Justa brief question. 

Your recommendation, in your concluding remarks here, state: 

It is our belief then that the problem of unemployment in the fuels industries 
can be corrected by a long-range policy aimed at sound, intelligent utilization of 
our domestic fuels resources. 

Would you include in this National Fuels Policy Commission, or 
whatever you establish, the atomic energy people, or not? 

Mr. Moopy. Oh, yes. 

Senator McNamara. They should be part of it? 

Mr. Moopy. Oh, certainly. I say it should be oil, gas, coal, nuclear, 
maybe there is another one we have not found yet, whatever it is. It 
should all be considered and looked at carefully. 

You see, we have a distortion in our economy, and in this unemploy- 
ment thing you are discussing and considering here, the reason that 
I haven’t gone into some of the more specifics that Mr. Widman did, 
is that I think that we have here a long-term job of using up this 
productive manpower, and the only way we can do it is by improving 
the industry in the place where that manpower is. 

It is pretty hard to take an old coal miner and make a skilled 
machinist out of him. It does not work very well. Of course, you 
have a social as well as an industry problem there. 
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Senator McNamara. Mr. Moody, in the testimony of the previous 
witness, do you subscribe to his remarks regarding the Government- 
owned and Government-operated TVA in relation to coal? . 

Mr. Moopy. Well, that is a long story, and I would rather not be 
put into a yes-no position, Senator. 

Senator McNamara. Thank you. That isenough. That is a good 
enough answer for me. 

Mr. Moopy. I fought them pretty bitterly. 

Chairman McCarrtuy. Senator Hartke. 

Senator Harrge. You say there on page 4 that coal has always been 
confronted with Government indifference. 

That has not been true in this Congress; has it? 

Mr. Moopy. Well, that becomes a comparative word, of course, and 
I was aware of the word “indifferent.” We could have used “neglect” ; 
we could have used some others, but we picked “indifferent” as a 
moderation. 

In the last Congress there is no question we had a lot of good 
friends, and even to the extent wherein this matter of a study of the 
whole fuels economy. 

As you know, in the Senate there were some 43 of you people who 
joined in sponsoring that, and we did run aground right at the last 
minute, but actually it was, I think it is sound, there isn’t any special 
privilege so far as we are concerned. We just think we have a darned 
good story to tell, and if told in an unemotional era, we will stand up 
pretty well. 

Senator Harrxe. I think I understand what you are talking about, 
and also just because the time is late, when you speak of the plight 
of these people, I appreciate it, recognizing that people don’t want 
to just pick up and move, that is right. And you don’t agree that 
~_— ere is industrial dislocation that is a positive economic good; 

o you? 

Mtr, Moopy. I am afraid I couldn’t get aboard that one. I listened 
to that. 

Senator Harrxe. I agree; I couldn’t get aboard that one either. 

Mr. Moopy. It may be we are not smart enough to do anything about 
it, but it isn’t anything that you have to like. 


COAL PROBLEMS ABROAD 


Senator Harrse. I talked to people in West Germany and also in 
Belgium, and to the Coal and Steel Community in Europe. They are 
having their troubles in coal, too. 

Mr. Moopy. They certainly are. 

Senator Harrxe. Is there any chance that there could be coor- 
dination with these people for maybe a broader scope study? The 
NATO parliamentarians are going to meet here in Washington begin- 
ning November 16. Do you think there is any possibility? I know 
a of those people are pretty familiar with their troubles on the 
whole. 

Mr. Moopy. Senator Hartke, I am appearing before Senator Doug- 
las and Congressman Patman’s committee here in 10 days, and one 
of the reasons I didn’t put a lot of that in here, I have got it in there. 

We do work with those people. Dr. Stein has been here within the 
past 10 days, and Mr. Erhard discussed this matter with us, and they 
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have a tough problem, but as Dr. Stein said, “After all, we have Ger- 
mans, we must take care of them, Mr. Moody. Americans we like, and 
I wish you could somehow get across to the United States that here 
we are with a chance of devaluation of the dollar, here we are with 
our gold reserves dwindling, here we are trying to balance the — , 
turning down little items of a couple of million dollars in vital re- 
search, and at the same time shipping to the sheiks of Araby and the 
dictators of South America, and so forth, literally billions of dollars 
for fuel which we have right here, and it throws our whole tax situa- 
tion out, because the importation of that oil, there are no taxes collected 
on it except just as a matter of sales tax when it is here, when a ton 
of coal pays taxes from the day someone buys the land and cuts the 
trees, and buys his machinery, and puts in the power and ships the 
coal. The railroads pay the taxes, everybody pays taxes on a ton 
of coal, and this other thing it doesn’t. 
But then we have to pick up the backward on it. We have to pick 
up the quality on it. Dr. Stein was explaining they are planning to 
ut a $7 a ton tax on oil, not because they want to hold the oil out, 
but because, as he says, it is the distribution of tax load is so great, 
with this to then take the taxes necessary and apply them to somethin 
else is to dislocate their competitive relationship, and it is a matter o 
trying to collect the tax, and still here, I don’t know, we seem to think 
it goes on forever. 
ut if there was anything we learned from Mr. Khrushchev, it is 
that we are in a tough game and it is big league, and in big league you 
just don’t flub the ball or watch it go over your head. But you reach 
for it and reach high. 
Senator Hartke. That is right, and that requires some imagina- 
tion and some work on our part. 
Mr. Moopy. And a lot of hard work and guts, just plain tough guts. 
Senator Harrxe. I was born and raised in the heart of this coal- 
mining area, you can’t tell me much about it. I just flew over most of 
it in southern Indiana yesterday. The fact of the matter is, I don’t 
remember the day when I didn’t hear the shots from the dynamite 
going off in the coal mines. 


COMPETITIVE POSITION OF AMERICAN COAL 


Mr. Moopy. The coal enetits is the greatest adventure of man. It 


is the most wonderful thing. 
it is really something. 

This summer we had a fellow from Iowa, a young fellow from a 
college out there who was working in the office, and I got a letter from 
him the other day, and he has got it in his system, too. 

But when you think of a man going into a mountain, nothing there 
but just a couple of jackrabbits, and with his hands and his tools 
tearing it out and building schools and communities, and doctors’ 
offices and stores, and then going into that mountain and then, with 
just sheer power and nerve and guts, tearing the heart out of that 
mountain and sending it all over the world, in competition anywhere 
i want, we can lay it down in Tokyo better than they can out of the 

itsubishi mine, we can beat them in Hamburg. 

Senator Hartke. Two-thirds the price. 


f you see young men that get into it, 
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Mr. Moopy. That is right. 

Senator Harrxe. Yes. 

Mr. Moopy. And still in our own country, well, we will always be 
there; I guess we are like old relations, but we are not going to let 
them forget it, anyway. It is like the fellow with the ball; we are 
going to wrestle to get it. 

May I, Mr. Chairman, put this in the record ? 

Chairman McCartuy. Yes; it will be included. 

Mr. Moopy. I didn’t have it in my testimony. I think it is a very 
interesting chart. 

(The chart referred to is as follows:) 
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Chairman McCarruy. We thank the witness, and the committee 
will resume hearings at 2:30. 

(Whereupon, at 1:30 p.m., the committee recessed, to reconvene at 
2:30 p.m. this same ot 


AFTERNOON SESSION 


Chairman McCartruy. The committee will come to order. The first 
witness scheduled for the afternoon is Mr. George Hagedorn, director 
of research of the National Association of Manufacturers. 

Mr. Hagedorn. 


STATEMENT OF GEORGE G. HAGEDORN, DIRECTOR OF RESEARCH 
OF THE NATIONAL ASSOCIATION OF MANUFACTURERS 


Mr. Haceporn. Thank you, Senator. My name is George G. Hage- 
dorn and I am director of research of the National Association of 
Manufacturers, on whose behalf I appear before you. 

Our association is composed of about 20,000 business concerns which 
account for an estimated 71 percent of the total industrial employ- 
ment of the Nation. The great majority of our members—over 83 
percent—employ less than 500 persons and hence fall within a gen- 
erally accepted definition of small business. 

I am pleased at the opportunity of participating in this initial 
phase of your committee’s investigation of unemployment. 

Regardless of how optimistic one may be in regard to the job 
situation in the immediate present or near future, unemployment is 
quite properly a matter of constant concern. 

It would be foolish to maintain that we have some guarantee that 
will protect us against unemployment, no matter what misfortunes 
may befall us or That mistakes we may make. 

Thus a careful and thoughtful study of unemployment, its nature 
and extent, its causes and cures, is always or. 

It is my hope that the facts and ideas to be presented in this state- 
ment may be to some degree helpful to you in conducting such an 
inquiry. 

THE UNEMPLOYMENT RECORD 

Let us first run quickly over the past record, in terms of the total 
number of unemployed. During the 1930’s unemployment was seri- 
ous, it was nationwide and it was chronic. 

It averaged 13 million in the worst year of the depression and it was 
still at a level of 9 million in 1939. This was in relation to a labor 
force only three-quarters as great as at present. 

During World War II unemployment practically disappeared and 
in fact was replaced by a serious labor shortage problem. The total 
number of unemployed fell below a half million at one point in 1944; 
it remained constantly below a million during 1944 and the first half 
of 1945. These low figures are generally interpreted as indicating a 
severe labor shortage rather than as establishing a norm against which 
to judge subsequent performance. 

As the war drew to a close it was freely predicted by many econ- 
omists, both in and out of Government, that when Government war 
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expenditures were reduced, unemployment would rise to some 8 to 10 
million persons—in other words we would be back where we had been 
in the late 1930’s. 

It was also suggested that unless some rather drastic steps were 
taken, unemployment would be a persistent problem as it had been a 
decade earlier. 

By contrast with this prediction our record over the past 14 years 
has been one of remarkably high and steady employment. For the 
entire period since 1945, taking the bad years along with the good, 
unemployment has averaged only about 3 million persons. 

It has never risen above 5 million, except very slightly and very 
briefly during the depth of last year’s recession. 

As for the immediate present, the latest figure (August 1959) 
shows 3.4 million persons out of work. This was somewhat swollen 
by certain special and presumably transient factors—the secondary 
effects of the steel strike, and the early model changeover in the auto- 
mobile industry. Even so, it is not very much above the 3 million 
average for the post-World War II period as a whole. 

As you will see later, it is not my purpose to preach complacency 
in regard to unemployment since there is much ground for rather 
serious concern. Nevertheless it seems fair to point out that, if anyone 
15 years ago had predicted the levels of employment we have since 
experienced, he would have been regarded as an extreme optimist. 
Unemployment has not been a nationwide problem and it has not been 
a chronic problem in the years since World War II. 


OTHER ASPECTS OF UNEMPLOYMENT 


In presenting the past record in terms of the national total I did 
not mean to imply that the unemployment situation can be completely 
appraised in terms of any one figure. In some respects this one figure 
understates the seriousness of the problem and in other respects it 
exaggerates the unemployment situation. 

For example, it is sometimes urged that an account should also be 
taken of persons who, contrary to their own choice, are employed on a 
less than full-time basis. 

Such persons are in a sense partially unemployed, but they are not 
iudindadl in the unemployment totals. I would agree that a measure- 
ment of such underemployment is a helpful bit of information in ap- 
proming the general situation, although I believe it should be pub- 

ished separately rather than as an addition to the total unemployed 
as presently compiled. 

n the other hand, the unemployment figure includes a substantial 
number of persons who are in the labor force on only a transient or 
marginal basis; housewives who seek to supplement their incomes by 
entering the job market when they think suitable work may be avail- 
able or when they need money for a specific planned purchase; stu- 
dents looking for summer jobs; retired persons who seek jobs as the 
spirit moves them, and so forth. It woul be helpful if we could have 
an indication of how many such persons are included in the unemploy- 
ment total. 

Once again, however, I would oe to see this as a supplement 
to, rather than a modification of, the existing basis for reporting 
unemployment. 
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We tend to think of the unemployment problem in terms of the 
desperate predicament of the heads of families who have been without 
work for extended periods. 

Perhaps some persons are misled into believing that the unemploy- 
ment total published each month consists entirely of individuals of 
this type. 

Actually this is very far from the case; for example, of the 3.4 
million persons reported as unemployed in August 1959 only about 
one-third were married males. 

Long-term unemployment—the number of persons out of work for 
15 weeks or more—amounted to only 800,000 persons in total and 
apparently less than half of these were married males. 

In other words, the hard core of long-term unemployment among 
heads of families in August 1959 must have amounted to approximately 
one-half million persons. 

In pursuing your inquiry I would suggest that you collect as 
much information as possible on who the unemployed are and the 
circumstances in which they find themselves. 

For example, it would be interesting to know in how many cases of 
unemployment other members of the family are working. 


UNEMPLOYMENT BY INDUSTRY, OCCUPATION, AND GEOGRAPHICAL AREA 


From the foregoing it would appear that unemployment, when 
viewed from a national perspective, is not aserious problem. Neverthe- 
less we recognize that there exists pockets of serious unemploy- 
ment in certain industries, in certain occupations, and in certain geo- 
graphic areas. 

_ When the national totals of unemployment are broken down by 
industries it appears that especially high unemployment rates pre- 
vail in the mining, automobile, and clothing industries. 

The same is true of the construction industry but in this case it is a 
more or less natural condition since the typical construction worker is 
not attached to a permanent job in the same sense as most other 
workers. 

At this point I would like to raise a question for the study of your 
committee : Just how meaningful is a breakdown of the unemployed by 
industries ? 

The classification is of course by the industry to which the unem- 
ployed person was last attached. This seems to imply that in the 
normal course of events he should expect to be reemployed in the 
same industry. But as we shall show later, the American labor mar- 
ket is a dynamic one in which people are continuously moving from 
one industry to another, whether with or without an intervening 
period of unemployment. 

Among occupational groups, unemployment is concentrated among 
unskilled operatives and laborers. Professional workers, skilled 
craftsmen, and clerical and sales workers all show rates of unemploy- 
ment well below the national average. 

For information on the geographical distribution of unemploy- 
ment, we may turn to the Labor Department’s compilation of “Area 
Labor Market Trends.” This bimonthly survey covers 149 major 
areas. Of these 35 were listed as areas of substantial labor surplus 
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me sepreenbor 1959 as compared with 89 areas so listed in September 
1958. 

In the 35 substantial labor surplus areas as of September 1959 there 
existed no doubt many special local conditions to account for their 
unemployment problem. 

A glance at the list suggests, however, that in many cases their un- 
employment situation is the reflection of conditions in certain par- 
ticular industries which happen to be concentrated in these towns— 
mining, automobiles, and textiles especially. 

- seems to me that we are iustified in drawing the following con- 
clusions : 

Unemployment is not a national problem as it was in the 1930s. 
It is a series of special problems affecting particular categories of 
workers, particular industries, and particular geographic areas. 

In some cases these special problems may be chronic, but in others 
there is reason to suppose that they are temporary. The chronic un- 
employment problem seems to exist mainly among persons formerly 
attached to the mining industry, among unskilled workers generally 
and in certain localities. 


DYNAMIC CHARACTER OF THE AMERICAN LABOR MARKET 


It will be helpful in interpreting the facts on the current situation 
to study some of the background characteristics of the labor 
market. 

And if I may interpolate here, Senator, I would like to say I have 
covered this very sketchily and I hope that in your pursuit of this 
subject. you will look further into many of the questions I have raised 
here. 

The most striking features of the American labor market are its 
flexibility and its dynamism. Our job market is not comprised, as 
many suppose, of a relatively fixed aggregation of job opportuni- 
ties to each of which one individual is attached on a more or less 
permanent basis. 

Instead we have a constant flux in job opportunities and in the 
individuals who fill them. 

Old jobs disappear, new ones are born, workers move about from one 
job to another, and in and out of the labor force, to a degree not gen- 
erally suspected. 

The long-term increase of job opportunities is not an approximate, 
uniform growth in openings in the various trades and professions aud 
in the several industries which make up our economy. 

Instead we have certain occupations and certain industrial sectors 
which, through changes in demand or in technology, provide fewer 
job opportunities as time goes on, while others grow much faster 
than the general average. This internal variation is as much a part 
of the process of growth as the increase in the total number of jobs. 
Growth itself would be frustrated if we tried to insure that all sectors 
must grow equally. 

This is a subject which it might be well worth your committee’s 
while to pursue at length. For the present I will limit myself to a 
few illustrations. 

Agriculture is an outstanding example of an economic sector in 
which job opportunities have been decreasing for a long time. In the 
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early 1800’s about 70 percent of our labor force was engaged in agri- 
culture, as compared with only about 10 pee at present. 

For the past 30 years the number of jobs in agriculture has been 
declining in absolute numbers, and not merely relative to the rest of 
the labor force. 

This raises the question of whether this decline in jobs should not 
be regarded as unfortunate and whether we should not have done 
something to insure a growth in agricultural jobs along with the 
growth in the rest of the economy. 

The answer is that the decline in farm jobs is an aspect of the gen- 
eral growth of the economy. We used to have to allocate most of our 
labor force to the job of feeding the Nation, and now with the im- 
provement in technology we can so do with only a small proportion 
of our available labor. 

The American economy could not have grown as it has if these 
people had not been freed to undertake other types of activity. 

This is fairly obvious, but its implications are worth reflecting 
upon; may not declines in employment in certain other sectors be 
equally salutary ? 

A striking picture emerges if we separate the goods-producing 
sector of the economy from the service sector. There has been practi- 
cally no increase in the number of jobs in the goods-producing indus- 
tries in the past 40 years, despite a 66-percent increase in population. 
During the same period the number of jobs in the service industries 
increased almost 2% times. 

Employment in the goods-producing sector (agriculture, mining, 
manufacturing, and construction) stood at 26 million in 1919 and was 
at about the same level in 1958. 

But employment in the service sector (trade, finance, service, trans- 
portation, public utilities, and Government) rose from 14 million in 
1919 to 32 million at present. 

A similar revolution has occurred, and is still continuing, in the 
occupational structure of our labor force. Between 1910 and 1955 
total employment in the country did not quite double. 

During the same interval white collar employment (professional 
people, proprietors and managers, clerical and sales employees) 
tripled. The number of unskilled laborers in nonagricultural in- 
dustries actually declined. The number of farm laborers was cut in 
half. In 1956 for the first time in our history white collar employ- 
ment exceeded blue collar employment. These trends are expected 
to continue. 


MONTH-TO-MONTH SHIFTS IN THE LABOR FORCE 


As a further illustration of the flexibility of the American labor 
force I would like to cite some figures on “gross changes in the labor 
force.” The latest year for which we have been able to find the 
necessary published figures is 1952: but I believe that this may be 
fairly typical. 

And may I interpolate here, Senator, that I believe that the Census 
Bureau probably has similar figures for later periods. 

We weren’t able to, in the time we had in preparing this statement, 
to track down all of the statistics that may be available. 
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During 1952 the civilian labor force remained fairly stable at about 
63 million. But this does not mean that a fixed group of 63 million 
persons remained in the labor force during the year. 

The stability of the total was the net result of substantial numbers 
of persons moving into the labor force each month, belanced by an 
approximately equal number moving out of it. On the average, from 
one month to the next, over 3 million persons moved into the labor 
force and about the same number moved out. 

If we divide the population into major categories—agricultural 
employment, nonagricultural employment, unemployment, and “not 
in the labor force”—on the average over 8 million persons moved from 
one category to another from one month to the next in 1952. 

This does not include the large numbers who made some change in 
their employment within one of these broad categories. 

I urge your committee to seek further information on the dynamic 
character and flexibility of the American labor market. It is im- 
portant to understand this background in approaching the problem 
of unemployment. 

The objective should not be to preserve job opportunities in the 
ee industries, occupations or geographical areas where they 

appen to be at any given time. Such an approach could frustrate 
the forces making for expansion in our economy. 

The problem is rather one of preserving the general health of the 
economy so that job opportunities may increase naturally and indi- 
viduals may adjust themselves to our everchanging economic world 
with the least strain. 

What makes jobs ? 

What is it after all that determines the number of job opportuni- 
ties that become available in the American economy? Is it a mere 
happy coincidence that available job opportunities match as well as 
they do to the needs of those who work for a living? 

What makes jobs in the first place? 

Let me give a blunt answer to the last question. Jobs are made by 
— opportunities. In our type of economy people are employed 

ecause other people see prospects of making a profit out of productive 
operations involving the need for their labor. 

Jobs decline and unemployment results when there are not sufficient 
profit opportunities in our economy. 

I do not see how anyone can deny this basic fact about our economy. 
I also do not see any reason to apologize for it, since I assume we all 
accept the profit motive. 

The only practical alternative to an economy directed by the profit 
motive is an economy regulated by coercion. 

Of course it is only a start in the analysis of this problem to recog- 
nize that job opportunities depend on profit opportunities. All sorts 
of economic, social and technological factors can influence the pros- 
pects for making a profit. 

In general, however, profits depend on the margin between the 
price which may be obtained for the product, and the cost of produc- 
ing it. What affects price, or cost, or both, will affect td and 


therefore employment. A squeeze on profits will have secondary re- 
percussions as a squeeze on employment. 
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THE IMPACT OF RISING LABOR COSTS 


This brings us to the problem which I believe poses the chief threat 
to the maintenance of high employment—the rising trend in labor 
costs. This trend is of course only one of many factors operating in the 
job market, but in itself it has a restrictive effect on the creation and 
preservation of job opportunities. 

Where such cost increases cannot be passed on they reduce profit- 
ability and cause the discontinuance of marginal operations which 
might have been just barely profitable previously, thus reducing em- 
ployment. Even where the added cost is recovered in higher prices, 
this may be at the expense of volume of production and hence of em- 
ployment. 

Looking back at the post-World-War-II record it seems as though 
ae increases in wages and fringe benefits became an ingrained 

abit, taken for granted every year. 

As a result, labor costs per hour for the economy as a whole (ex- 
cluding government) increased by 90 percent. This was partially off- 
set by gains in productivity, so that labor costs per unit of output in- 
creased by the lesser, but still substantial, figure of 36 percent. 

Such an increase in cost levels would ordinarily have a restrictive ef- 
fect on employment. The fact that we have not had a serious and 
cummulative increase in unemployment during the post-World-War- 
II period has been due toa variety of factors. 

During the years right after the war the heritage of wartime sav- 
ings and unsatisfied needs insured a level of demand high enough to 
bear the added cost. 

The Korean war gave another stimulus to the economy. Until 
fairly recently we were effectively insulated against foreign com- 
petition, since Europe and Japan were in their recovery phases and 
did not have any substantial surplus of industrial products to sell. 

We cannot depend on these special circumstances to continue. In 
the future we shall have to face the elementary economic fact that 
the greater the cost of your product, the less you are likely to sell of 
it. The chief potential danger of unemployment is in the uneconomic 
increase of labor costs. 


POLICIES FOR PROMOTING HIGH EMPLOYMENT 


To state the obvious, the only real solution to an unemploy- 
ment problem is the creation of new jobs. Furthermore, if the new 
jobs are artificial make-work creations, they conceal rather than cor- 
rect the problem. If the new jobs are in private profitmaking busi- 
ness we have the assurance that the services performed represent a 
net addition to the useful output of the economy. 

The growth and expansion of American business is the only truly 
satisfactory means of promoting high levels of employment. 

There is much that government both national and local can do to 
assist in the process of business expansion and to remove impediments 
to economic growth. 

The high rates of Federal income tax are serious barriers to growth. 
They weaken incentives for expansion and for the creation of employ- 
ment opportunities. They also seriously reduce the opportunities for 
accumulating the funds necessary to business expansion. 
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Since taxation is not the subject of these hearings, I will not go 
into detail on this point. However, I do recommend that your com- 
mittee give consideration to the effects of taxation in curtailing job 
creation, 

As already mentioned the continuous upward pressure on labor 
costs poses one of the most serious threats to the maintenance of high 
employment. Rising costs restrict markets both at home and abroad 
and they destroy the profitability of some business activities which 
would otherwise provide jobs. pay 

The upward pressure on labor costs is the product of monopolistic 
power in the hands of organized labor. In part that power has been 
strengthened by a generally inflationary climate in which we have 
lived for many years—it was always easy to pass higher costs on. 

A firm stand against inflation would greatly curtail the ability of 
labor unions to engage in monopolistic practices. 

The Federal Government of course plays a direct role in regulating 
the relations between management and labor. Thus it has a direct 
responsibility for controlling the monopolistic powers of the unions 
with all the threats they pose to our economic well-being. J 

The Labor Management Relations Act of 1959 aims at correcting 
some of the most flagrant abuses and you are to be congratulated on 
this great achievement. Much more however remains to be done in 
dealing with the monopolistic powers of labor. Over the past 60 years 
a body of principles and techniques, embodied in our antitrust laws, 
has been evolved for dealing with business monopolies. A similar 
job needs to be done with respect to labor monopoly. 

In the localities much can be done to improve the climate for busi- 
ness growth and expansion so as to promote job creation. 

It is encouraging to see that a number of State legislatures have 
passed resolutions recognizing the importance for all their citizens of 
an environment favorable to business. 

Many of the States and localities have area development commis- 
sions who study the resources their communities have to offer and 
make them known to business enterprises who may consider locating 
there. Above all, there is a growing realization that business enter- 
prises are assets to the communities where they are located, and not 
simply objects to be exploited and abused. 


AREA ASSISTANCE LEGISLATION 


There have been a number of proposals before Congress for Federal 
action to promote the redevelopment of certain areas which can qualify, 
by various criteria, as being depressed areas. 

The methods to be used include: Loans to businesses which will 
locate in such areas; financial assistance to local government in pro- 
viding facilities that would attract new businesses; and the channeling 
of Government defense orders to such localities. 

The NAM is opposed to all such programs. We do not believe that 
it is a proper function of the Federal Government to distinguish 
among the various localities in the Nation and to provide special treat- 
ment for some of them. We further believe that lending funds to 
business or individuals is not a proper function of government and 
that it opens up grave possibilities of waste and favoritism. 
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We believe that such Federal programs would reduce local efforts 
to solve their problems by promoting a better business climate, and 
thus sacrifice the long-term cure in favor of the short-term palliative. 
We do not see why taxes collected in one part of the country should 
be used to stimulate business growth in another. 

Finally we do not believe that such programs will accomplish their 
stated purposes. 

As far as I can see, the net effect of such area assistance programs, 
even if they are wholly successful, will be to channel jobs into certain 
areas rather than others. There is no reason to suppose that such pro- 
grams would create new jobs that would not otherwise exist. It would 
not relieve unemployment generally but it might tend to spread it 
more evenly over the Nation. Is that a proper objective for Federal 
action ? 

CONCLUSION 


I will not pretend to have exhausted the various subjects brought 
up in this statement, and I hope that you will seek further informa- 
tion on them. It is especially important to understand the dynamic 
and flexible character of the American labor market. 

In appraising the current situation in regard to unemployment it 
is helpful to have detailed information on who the unemployed are: 
by sex, by age, by industry, by occupation, by area, by duration of 
unemployment, and so forth. 

The most constructive role the Federal Government can play is to 
promote job creation through sound business growth in the economy 
generally. Inevitably such growth must be uneven and some indus- 
tries, some occupational categories, and some geographical areas will 
grow faster than others, and some will decline temporarily. 

To try to correct this unevenness by Federal action, to attempt to 
apportion growth out evenly over all sectors, would be to put the 
economy in a straitjacket and suppress growth itself. 

The most dangerous threat to high employment is the rising trend 
in labor costs; labor too can price itself out of its market. Let us 
ope that we do not have to learn this the hard way. Thank you. 

ce McCartuy. Thank you, Mr. Hagedorn. Any questions? 


h 
Senator McNamara ? 


UNEMPLOYMENT A SERIOUS PROBLEM 


Senator McNamara. Yes, Mr. Chairman. I have a couple of ques- 

tions. Yousay: 

From the foregoing it would appear that unemployment when viewed from a 

national perspective is not a serious problem. 

Certainly then we don’t need this committee, if that were.a true 

statement. eS 

Mr. Haceporn. I believe it is potentially a serious problem, Senator, 

and, as I — out later in my statement, the rising trend in labor 
costs is what gives us most concern, that it may become a serious 
problem. : 

Senator McNamara. You say prior to that that unemployment is 
uite properly a matter of constant concern, so there seems to be some 
ifference in your two statements, although in a measure you are tying 

them together. 
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Mr. Haceporn. Yes. I believe it is always possible that we may 
develop a serious situation. I believe a study of this question is 
worthwhile all the time. 

Senator McNamara. You cite an example when you say: 

Such persons are in a sense partially unemployed but they are not included in 
the unemployment totals. 

Then you go on and you say that these people should be included 
in the totals. I am not able to reconcile these two things. This is in 
the third paragraph on page 3, when you say they are not included 
in the unemployment totals; is that a correct statement ? 

Mr. Haceporn. Yes; that is, I believe, correct. 

Senator McNamara. Then when you go on and say that they should 
be included—— 

Mr. Haceporn. No; I don’t believe I said that, Senator. 

Senator McNamara. Maybe I am misinterpreting. 

Mr. Haceporn. If I may expand on what I was trying to say 
there, Senator, I don’t believe that any one figure can really delineate 
the unemployment problem. We have the figure 3.4 million and I 
believe it is helpful to supplement it by information on what you 
might call the partially unemployed. 

enator McNamara. It is my understanding that these people you 
are referring to as not employable are not included in the total un- 
employment figure, that that is what you say. 

Mr. Haceporn. I am not talking about persons who are unemploy- 
able, Senator, but people who might have part-time jobs, whereas 
they would really prefer to be working full time. They are in a sense 


partially eer 


Senator McNamara. You mentioned college students who were 
partially employed as not being included, and they are not included 
as I understand it. 

Mr. Haceporn. Well, when a college student seeks a job, he is in- 
cluded in the unemployment. 

Senator McNamara. After he leaves school? 

Mr. Haceporn. After he leaves school. 

Senator McNamara. Yes, but not in the vacation period ? 

Mr. Hageporn. Not while he is at school, no. 


LABOR SURPLUS AREA PROBLEM 


Senator McNamara. You make a pretty good case of establishing 
that this is not a nationwide problem, but you apparently do accept 
the recent figures of the Department of Labor that there are 35 major 
industrial centers and 124 smaller industrial communities where 6 
percent or more of the labor force are unemployed? 

Mr. Haceporn. Yes. 

Senator McNamara. If you have 35 major and 124 smaller indus- 
trial areas, doesn’t that indicate that it is pretty general, that it is 
a national problem ? 

Mr. Haceporn. Well, 35 out of a total of 149 major industrial 
areas. 

Senator McNamara. That’s right, and 124 is out of how many? 

Mr. Haceporn. I am not sure at this moment. 

Senator McNamara, What was that? 
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Mr. Haceporn. I don’t have that figure at this moment. 

Senator McNamara. Probably the same relationship would ap- 
proximately apply. 

Mr. Haceporn. I would guess so. 

Senator McNamara. Doesn’t this indicate that it is pretty much 
nationwide? 

Mr. Hacerporn. Those 35 areas are listed as areas of substantial 
labor surplus. 

Senator McNamara. Six percent and more. 

Mr. Haceporn. Six percent and more. 

Senator McNamara. Some up to 15 percent. 

Mr. Haceporn. And it is not surprising that we have a certain 
number of major areas with unemployment above 6 percent, when 
for the Nation as a whole it is I believe about 5 percent. So about 35 
would be above that national average. 

Senator McNamara. You do not accept that since there are so many 
areas where we have substantial unemployment, to use the Govern- 
ment term, 6 percent or more, that this does not indicate to you a 
national problem ? 

Mr. Hacerporn. I think we are perhaps getting bogged down in 
words here, I certainly think it is a proper thing for your committee 
to look into and determine what the particular characteristics of 
those areas are. 

Senator McNamara. You used a different term in your presenta- 
tion. You said that there was great unemployment in mining, autos, 
and in textiles. 

There three areas cover the entire country, do they not? 

Mr. Haceporn. I think you will find that they are concentrated as 
we all know in certain particulars of these 149 major areas. 

Senator McNamara. Textiles are concentrated, would you say ? 

Mr. Haceporn. I believe in some of the New England and southern 
towns. 

Senator McNamara. Much more in the South now than in New 
England because of dislocation. 

Mr. Haceporn. Yes; that’s right. 

Senator McNamara. Certainly autos affect all other industries, the 
glass industry, the textile industry, steel, all kinds of, industries are 
involved in the autos, including mining, of course, of the metals that 
areused. Soeven using your terms of unemployment in mining, autos, 
and textiles, it seems that this justifies treating it.as a national problem 
rather than as an area problem. 

Mr. Haceporn. I have no desire to dispute you, sir, if you feel that 
the term I used was not precisely the right one. The distinction I 
was trying to draw was between the mass chronic nationwide unem- 

loyment we had in the 1930’s and the situation that exists at present. 

We don’t have that type of situation now. We do have unemploy- 
ment that can be to a fair degree pinpointed in certain industries 
among certain occupations, the unskilled especially, and in certain 
areas in which there are concentrations of those industries and occu- 
pations. 

Senator McNamara. Well, in the automobile industry it is generally 
considered that there is a predominance of semiskilled and skilled 
employees rather than unskilled; don’t you accept that? 
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Mr. Haceporn. I’m not sure just what the technical distinction is 
for the compilation of the statistics, Senator. 


MEANING AND CAUSES OF INFLATION 


Senator McNamara. Now you make a pretty good case from your 
viewpoint of the inflation being due to higher wages or constant in- 
creases in wages. What is your definition of inflation? Do you have 
one that suits this presentation ? 

Mr. Haceporn. Senator, I imagine we could have a discussion here 
all of the afternoon on that point. 

Senator McNamara. There is a pretty generally accepted defini- 
tion of inflation, isn’t there—I mean by the economists ? 

Mr. Haceporn. Most people when they talk about inflation mean 
simply rises in prices. On the other hand, some of the normal ups 
and downs that we had in the price level in our past history, I suppose 
it would be misleading to call them inflationary. 

Senator McNamara. Inflationary movements in the past seem to 
be quite easily defined. It was a generally accepted thing that infla- 
tion was a period of time when you had too much money chasing too 
few goods. Certainly the inflation we have now or the inflation you 
are talking about in your presentation does not meet this accepted 
definition, does it ? 

Mr. Haceporn. I will agree with you completely, sir. 

Certainly none of the manufacturers who are members of our asso- 
ciation are complaining that their customers are chasing them with 
too much money. 

Senator McNamara. Well then what kind of inflation do we have 
here? Can’t you define it? You are talking about it. You make it 
an important part of your presentation. Now this is the accepted 
definition of inflation. De you have another one or do you apply the 
old one? 

Mr. Haceporn. Senator, may I take some time to clarify my point 
of view ? 

Senator McNamara. Sure. As far as I am concerned take as much 
time as you want. 

Mr. Hacrporn. In the early postwar years I believe we had the type 
of inflation that you are talking about where a high level of demand 
meant that costs and prices were pulled up from the top, more or 
less continuously. I wouldn’t be able to pinpoint precisely a year in 
which that particular situation came to an end and was replaced by 
a pressure from underneath, the cost-push inflation. 

I would say somewhere around 1951 or 1952 we have had the oppo- 
site kind of inflation, inflation based on a push on costs from below. 
Now I believe in the long run the most serious danger in such a situa- 
tion is not the rise in the price level that ensues from a push on costs. 
It is the unemployment that results when costs are pushed up and 
when profitability is squeezed, because as I said in my statement, job 
opportunities depend on profit opportunities, and when there is a 
constant upward pressure on costs, there is a squeeze on the profit 
opportunities, and that does reduce to some degree the number of jobs 
that are created in the economy. 

So I see the long-term danger of a continuous push on costs from 
below as being in the area of unemployment rather than in the area 
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of inflation. But I might say there is another danger that when we 
run into that situation, and we run into serious unemployment, that 
we will seek to recreate the demand-pull type of inflation, so as to 
counterbalance the job-destroying effects of that pressure on costs 
that by various devices will increase the money supply and increase 
Government spending so that we will increase demand to offset the 
job-destroying effects of higher costs. ; 

Then, in that case, we would be using inflation as a means of getting 
out of unemployment. 

Senator McNamara. You keep using this term “inflation” but you 
are not able to define it. It bothers me a little. How should we 
define it so we know what you are talking about? 

Mr. Haceporn. Inflation I would define as a deliberate policy of 
raising the overall level of demand in the Nation so as to increase the 
level of employment and the level of production. 

Senator Raicneais: But if we don’t have this constantly raising of 
the level of demand, how can we take care of our increased population 
and our increased standard of living that we surely want ? 

Mr. Haceporn. If I may amend my definition, an increase in the 
level of demand so as to offset a higher level of costs. Now, we do 
have to increase demand all the time as our Nation grows, and our 
output increases. That is one thing, but to increase demand simply 
because cost has been raised, and that in effect reduces job opportu- 
nities, then we are using inflation to keep the economy going. 

Senator McNamara. We keep getting this vague thing “inflation,” 
and I have trouble finding your definition of it. 

Now in your presentation here one would assume that there is a 
very definite relationship between cost of production and consumer 
costs. 

Mr. Haceporn. I wouldn’t mean the type of relationship that a 
mathematician can put into a formula. 

Senator McNamara. What do you mean then? You say that in- 
creased labor costs—now this is a definite dollar and cents thing, this is 
a mathematical term—is bad because it increases the cost to the con- 
sumer. 

This is what you say, isn’t it? 

Mr. Haceporn. And when the cost is increased to the consumer, 
he is likely to buy less of the product. 

Senator McNamara. But, of course, the man who receives the in- 
crease in wages is certainly a consumer, isn’t he? 

Mr. Haceporn. He is one of the consumer, yes. 

Senator McNamara. All right, he is a consumer. 

Mr. Haceporn. Right. 

Senator McNamara. Then is it all bad that he gets enough money 
to buy some of the products of industry ? 

Mr. Haceporn. Well, it is true of course that wages are both in- 
come and they are cost. 

Senator McNamara. And purchasing power. 

Mr. Haceporn. That’s right, as we increase wage costs we increase 
wage incomes. One thing we don’t increase by this process is the 
amount of money available in the economy. That has to be increased 
by the operations of the banking system, the Federal Reserve System 
and so forth. 





UNEMPLOYMENT PROBLEMS 107 


Senator McNamara. This is controlled by the banking system. 

Mr. Haceporn. That is controlled by the Federal Reserve System. 
It has many strings on which it can operate that System; yes, Senator. 
But merely raising wages doesn’t increase the amount of money peo- 
ple have in their bank accounts or their pockets. 

Senator McNamara. But it does increase costs. 

Mr. Haceporn. It does increase costs. 

Senator McNamara. That is the point that you make. It does in- 
crease the cost. 

Mr. Hacrporn. That’s right. 


LABOR COSTS AND INFLATION 


Senator McNamara. Now, this would indicate that there is a re- 
lationship between the cost of production and cost to the consumer. 
Is it something that is definable in your mind to the degree that you 
have made it in this presentation ? 

Mr. Haceporn. I haven’t meant to imply that the economist can 
sit down with a sharp pencil and say exactly what level of labor costs 
is justified and will not create unemployment and where the limit is 
such that when you go above that—— 

Senator McNamara. It would vary from industry to industry ? 

Mr. Haceporn. Certainly, Senator. 

Senator McNamara. From a part of industry to another part of 
industry, so we know that there isn’t anything like that ? 

Mr. Haceporn. Yes. 

Senator McNamara. But it is my contention that the cost of produc- 
tion and the sales price of the products of industry do not bear any 
definite relationship. 

Mr. Haceporn. I would agree with you on that, Senator. 

Senator McNamara. There are such things as whatever the market 
will bear. 

Mr. Haceporn. May I expand? 

Senator McNamara. And if I am a businessman I would be con- 
cerned with how much I could get too. 

Mr. Haceporn. Yes. 

Senator McNamara. I don’t say that this is bad, but we might as 
well recognize that this is part of the picture. 

Mr. Haceporn. Might I make a comment, Senator? 

Senator McNamara. Sure. 

Mr. Haceporn. I believe there has been too much talk as though 
increased labor costs are automatically passed on to the consumer. 

Senator McNamara. You did a hell of a job on it here today. 

Mr. Haceporn. I didn’t mean to, Senator. If that was the impres- 
sion that was left, it was unintended. In many cases the increased 
costs can’t be passed on, and that may be just as bad as the cases in 
which it can be, where the market just won’t bear it, it means a decline 
in marginal profit opportunities and a decrease in jobs from that cause. 

Senator McNamara. That is all, Mr. Chairman. 

Chairman McCartny. The Senator from Indiana? 

Senator Hartke. There is some unemployment today, right? 
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LIMITED JOB OPPORTUNITIES FOR THE UNEMPLOYED 


Mr. Haceporn. There are 3.4 million persons unemployed. There 
were in August, Senator. 

Senator Hartke. Now, if I were an unemployed man, where would 
you suggest I go to get a job? 

Mr. Haceporn. Well, Senator, that would depend on the par- 
ticular 

Senator Hartke. Let me say don’t assume the character of these 
questions and tell me where you think I should go. 

Mr. Haceporn. Well, Senator, suppose you were an unemployed 
person in one of these 35 areas that are listed. 

Senator Hartke. That’s right; where is the unemployed man going 
to look for a job in the United States of America today, in this great 
country we have, where is he going to look for a job? 

Mr. Haceporn. If he is in one of those 35 areas, I suppose the first 
thing for him to do would be to look at the other 114 areas, on that list. 

Senator Harrxe. All right, let’s look at them for a moment. Will 
you tell me one place where they have a labor shortage in the United 
States of America today, one metropolitan area ? 

Mr. Haceporn. I believe that—just from the statistics there are 114 
that are not areas of labor surplus. 

Senator Harrxe. Wait, I didn’t ask about labor surplus. Let's just 
get our terms straight. I asked you one question. Now listen. If 
you don’t understand it then ask me again. Tell me one city, one 
metropolitan area in the United States of America, where there is a 
labor shortage today? In other words, there cannot be an opportunity 
for a man to get a job someplace unless there is a labor shortage. 

Mr. Haceporn. No, I would disagree with that, Senator. 

Senator Harrke. All right, disagree with that; but you name me 
one place where there is a labor shortage today. 

Mr. Haceporn. I would say in some of the west coast cities— 
Sacramento, Calif., I believe is an area 

Senator Harrxe. I have the area labor market trends of September 
1959 published by the U.S. Department of Labor, Mr. James Mitchell, 
Secretary. They do not list one metropolitan area in the United 
States that has a labor shortage today. 

Mr. Haceporn. You mean in the class A? 

Senator Hartke. That’s right. 

Mr. Haceporn. Into which they have divided the areas. 

Senator Hartke. That’s right. 

Mr. Haceporn. The mere fact that a city is not classified in that 
class A, which is an area of acute labor shortage, does not mean that a 
man can’t find a job by going to one of those cities. 

Senator Harrxe. I am not saying that. I am just telling you that 
we don’t have this ideal situation which we should have of having an 
opportunity for these people, this dynamic—you have used it about 
five times—this dynamic and flexible character of American labor; 
they just don’t have anyplace to dynamic to or anyplace to flexible to. 

Mr. Haceporn. Senator, I don’t believe that a city has to be classi- 
fied in that class A of the Labor Department statistics in order for 
there to be an opportunity for a man to find a job there. I think 
people are finding jobs in those other cities all the time. 
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Senator Harrxe. Mr. Hagedorn, I am not disagreeing with you 
that they can’t get a job, but I am just telling you that you are talking 
about these chronic places of unemployment. I am just taking the 
other side of the picture and just being fair with the committee here— 
that there is no area in which there is a labor shortage. That is just a 
factual thing; and I think it is important because your first premis* is 
that it is fair to point out if anyone 15 years ago had predicted the 
levels of employment we would have since experienced he would have 
been regarded as an extreme optimist. 

Now, do you think we have done a good job, honestly ? 

Mr. Haceporn. I honestly do, Senator. 


RELATIVE LABOR COSTS—-UNITED STATES AND WEST GERMANY 


Senator Harrxe. And by comparison we are supposed to be the 
greatest nation in the world in this field of industriay employment, 
are we not ? 

Mr. Haceporn. That’s right, Senator. 

Senator Harrxe. Are we today? 

Mr. Haceporn. Well, I believe that some of the other nations of 
the world have made remarkable progress, and one of the reasons for 
their remarkable progress is the fact that they have controlled this 
factor that I have pointed out as the most serious problem of the 
day—this problem of labor costs, 

Senator Hartke. In Western Europe? 

Mr. Haceporn. In West Germany for example. 

Senator Harrxe. In all of Western Europe you think they control 
this, is that right ? 

Mr. Haceporn. They have made good progress toward doing so. 
West Germany is the outstanding example. When they put their 
currency on a sound basis back in 1948, the whole people accepted 
it as a desirable feature of their economy that they should not have a 
constant pressure on labor costs. 

Senator Harrxe. You are familiar with the report made at the 
American Bankers Association of economic trends in Western Europe 
in comparison with the United States, in which they pointed out the 
industrial production of Western Europe exceeded, not alone the 
optimists that you were talking about here, but far exceeded the 
United States and that they did not suffer the same type of depression 
that we did; that as far as the United States is concerned we show 
sharper contrasts and were more deeply affected by the economic 
changes, and that.our vigorous survival became apparent much later 
than it did in Western Europe? 

Mr. Haceporn. I am not familiar with that particular report. 

Senator Harrxe. But you don’t deny that that is true? 

Mr. Haceporn. I agree that 

Senator Hartke. And that employment in manufacturing which 
we are talking about here, as far as that is concerned that during 
most of the postwar period the employment picture in Western Eu- 
rope has been generally favorable. 

Since 1953, manufacturing employment has shown greater strength 
in Western Europe than in the United States. In fact, in contrast to 
the upward trend in most of the countries, manufacturing employ- 
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ment in the United States has been considerably more sensitive to the 
business cycle. 

Now if we have this dynamic thing that you are talking about, this 
climate, what is the big difference between their economy and ours! 

Mr. Haceporn. I think the biggest difference is the difference in 
the level of labor costs—that they have prevented labor costs from 
running away to the extent that they have in this country. 

Senator Harrxe. Do you have documentation to support that, sir? 

Mr. Haceporn. It is very difficult to compare labor costs in the two 
— on specific products. I believe there have been some studies 
made. 

Senator Harrxe. Is it then fair to make the assumption—— 

Mr. Haceporn. I’m giving you an opinion, Senator. 

Senator Harrxe. No, you said that there is this difference. Is it 
fair to make such an assumption if you say you can’t compare them / 
Look, I am not trying to confuse you. I am just trying to get my 
mind straight. 

Mr. Haceporn. Let me explain what I am trying to say. 

Senator Harrxe. I’m trying to find out what you are saying, really. 
All right. 

Mr. Haceporn. It is my opinion—I can’t develop specific statistics 
to document it—that the reason for the phenomenal growth of Western 
Europe—phenomenal economic growth as compared with our own— 
is that they have done a better ‘ob of preventing labor costs from run- 


ning away than we have, and they are able to sell more of their product 
because ours is produced at higher cost. 
Senator Harrxe. But you have no documentation to back up this 


opinion of yours? 

Mr. Haceporn. There have been some studies, though it is very 
difficult to develop comparative statistics on costs of specific products. 

Senator Harrxe. Would you be kind enough to furnish me with 
whatever documents that you find on that? 

Mr. Haceporn. I will do that, Senator. 

Senator Harrxe. Do you think honestly that the American people 
have a real deep-seated confidence in the economy of this Nation to- 
day that we have this American pride that we had a few years 
ago? 

Mr. Haceporn. I think at the present moment, Senator, people are 
taking stock of the long-term future—that there are many discussions 
both within Congress and among the people generally, and in the press 
and among academic circles, as to just what our future is going to be. 
The center of all this discussion seems to be the problem, Can we 
reqonecile long-term growth and high employment and stability of 
prices ? 

I think people are just in the making-up-their-mind stage on those 
questions. 

Senator Harrxe. And if we don’t, what is the ultimate end for the 
United States? 

Mr. Haceporn. If we don’t ? 

Senator Harrxe. Reconcile those differences? 
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DANGER OF CREEPING INFLATION 


Mr. Haceporn. Well, I think if we adopt creeping inflation as the 
way out of our difficulties, which some people have urged, I think that 
then we—and in runaway inflation, the mere fact that the people are 
on notice that our policy is one of accepting creeping inflation is 
enough to make everybody scared and everybody try to get rid of 
his dollars; which creates the runaway inflation. 

Now just what type of economic chaos that will lead to I can’t outline 
in detail, but I think the result would be something that none of us 
would want to see. 

Senator Harrxe. I don’t really want to get into inflation. Vice 
President Nixon had a special committee which was appointed for the 
purpose of studying inflation. Doyou recall that? 

Mr. Haceporn. Yes, I do. 

Senator Harrxe. They issued a 1,600-word report; is that right? 

Mr. Haceporn. Was it Vice President Nixon’s committee or was it 
the Joint Economic Committee of Congress ? 

Senator Hartge. I am talking about the special Cabinet committee. 

Mr. Hageporn. I haven’t seen that, Senator. 

Senator Harrxe. It isa 1,600-word report. It is good reading. 

Senator McNamara. A 1,600-page report. 

Senator Harrxe. Pardon me, 1,600-page report, you are right. 
Pardon me, there was a report, and I will stand corrected on the num- 
ber of pages or words, but there isn’t the word “inflation” mentioned 
once in this particular report which was directed to study the question 
of inflation. Reporter magazine stated that one of the members, one 
of the committeemen said that the reason they didn’t use the word 
“inflation” is many people don’t know what inflation means. I think 
that is what Senator McNamara was talking about here. But here is 
what I want to get at. 


REDUCTION OF LABOR COSTS AND TAXES FOR ECONOMIC GROWTH 


This committee either has a job or doesn’t have, and you are talking 
about the problem being one of preserving the general health of the 
economy, and these are fine words. I mean I agree with that. 

So that job opportunities may increase naturally and individuals may adjust 
themselves to our ever-changing economic world with the least strain. 

Those are the finest of platitudes, and I agree with every word you 
have said, but what have you suggested in this whole report that says 
you have one iota or suggestion as to how this can be done? 

Mr. Haceporn. Ihave specifically suggested that—— 

Senator Harrxe. Cut labor costs; yes. 

Mr. Hageporn. Cut labor costs and tax reduction, income tax re- 
duction as a means of-—— 

Senator Hartke. Let’s take tax reduction. Yousay that the higher 
rates of Federal income tax are serious barriers to growth. 

If this is true, ~ is this administration doing exactly the same 
thing of tightening the money and tightening the ability to expand? 
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Mr. Haceporn. I am not an expert in the financial field, Senator, 
and I don’t know whether it is my job to defend just exactly what the 
Treasury Department and the Federal Reserve System are doing. 
But I believe they share the fear that I outlined earlier that we may 
be tempted to use the expansion of the money supply and to use the 
Federal fiscal system as a means of offsetting the job-destroying effects 
of increased labor costs. 

Senator Harrxe. I share the fear—— 

Mr. Haceporn. We just validate them by printing enough money 
to make it possible. 

Senator Harrxe. I told you before lunch that I am 100 percent in 
favor of manufacturers making profits; do you remember ? 

Mr. Haceporn. Yes. 

Senator Hartke. But I share the fear also that like in Evansville, 
Ind., there are 9 percent of our people who would like to work who 
don’t have a job. Now what answer as a public servant do you have 
to suggest to me to tell these people as to what type of solution I 
am going to give them except to preserve the general health of the 
economy ? 

In other words, you say here it is a mere happy coincidence that 
it has been as good as it has been. In other words, from that I would 
imply you think it is going to be worse. 

Mr. Haceporn. Well, as I think I tried to indicate in my statement, 
there are dangers ahead, especially the special danger that lies in the 
uncontrolled labor costs. 

Senator Harrxe. What do you suggest otherwise that we do about 
it? We have got two items now. One of them is we are going to 
cut labor costs and, second, we are going to do something about taxes; 
we are going to reduce taxes, although we are going to let the Rus- 
sians keep on putting more stuff up. We are going to reduce taxes. 

Mr. Haceporn. I think there is a potentiality 

Senator Harrxe. Do you want us to think we can reduce taxes 
today ? 

Mr. Haceporn. I think there is a potentiality for doing that in the 
future, as the economy grows. 

Senator Harrxe. Today? 

Mr. Haceporn. I think probably the best prospects for tax reduc- 
tion lie in a planned forward schedule of tax reduction, Senator. 

Senator Harrxke. Today? 

Mr. Haceporn. That would be the type of program I would sug- 
gest for the long-term growth of the country. 

Senator Harrxe. You don’t think that the Congress when it re- 
assembles in January could pass a tax reduction; do you? 

Mr. Haceporn. I think they could pass a tax reduction scheduling 
those reduction for the future as the economy grows. 

Senator Harrxe. One of the criticisms from the Bureau of the 
Budget was that we didn’t raise the taxes enough. 

Mr. Haceporn. I am not criticizing you on that score, Senator. 

Senator Hartke. But those are the only two suggestions you have 
as far as we are concerned; is that right? 
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PROGRAM FOR LABOR SURPLUS AREAS 


Mr. Haceporn. Well, I think in the particular local areas there are 
many things than can be done by those localities, Senator. 

Senator Harrxe. I would like to have those suggestions, because 
we could take them back to several places in Indiana then. 

Mr. Haceporn. And many of those localities are doing that sort 
of thing, looking at their resources and developing them and letting 
the people know what they have to offer. 

Senator Hartke. Some of them for 4 and 5 years. 

Mr. Haceporn. And some of those programs have been quite suc- 
cessful, I believe, Senator. 

Senator Harrke. That is all I have. 

Chairman McCartuy. Senator McGee? 


DEFLATION AND UNEMPLOYMENT 


Senator McGer. I haven’t heard you mention the word—maybe 
when I was out—the word “deflation.” 

Mr. Haceporn. Deflation, Senator? No; I don’t recall using it. 

Senator McGrr. Do you have any thoughts to share with us for 
our enlightenment on deflation as a factor in this question? It has 
occurred, you know, in the past in our economic life. 

Mr. Haceporn. I suppose, Senator, we could get into a discussion 
similar to the one I got into with Senator McNamara, asking for a 
definition of the term “deflation.” However, since I didn’t use the 
term, I think I will ask to be excused from offering a definition. 

Senator McGer. I am introducing the term, asking if this isn’t a 
factor that we have to take into consideration in looking at the unem- 
ployment question. I want your opinion on it. 

Mr. Haceporn. It seems to me that the term “deflation” has a 
rather ambiguous meaning. 

Senator McGer. More than inflation? 

Mr. Haceporn. Yes, Senator. Do we mean an actual decline in 
prices by deflation? If so, I would say it is an unlikely event in the 
near future. Do we mean, on the other hand, that prices may remain 
at a high level or perhaps even go up while unemployment also goes 
up? I think that is a possibility in the future. 

Senator McGer. You think that is a possibility ? 

Mr. Haceporn. And exactly from the cause that I was outlining 
in this statement, the continual pressure on labor costs, might prevent 
prices from declining, might even push them up, and might also pre- 
vent employment from expanding. 

Senator McGerr. You raise then the question that I would like to 
pursue now. 

Your referring to our recent recession. You would put what limits 
in terms of years? What dates would you surround the recent reces- 
sion with? 

Mr. Haceporn. I don’t think you can attach 

Senator McGerr. Well, for the sake of discussion ? 

Mr. Haceporn. Well, in about August of 1957 I think. 
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Senator McGzr. To what? 

Mr. Haceporn. To April of 1958 we had the bottom. 

Senator McGex. Yes; and you say we were no longer recessed ? 

Mr. Haceporn. In some respects we have caught up to the August 
1957 point. 

Senator McGee. And it was during that interval—— 

Mr. Hageporn. No; in other respects we haven’t. In production 
we have caught up; in employment we haven't. 

Senator McGes. It was in that interval that unemployment reached 
its highest recent figure. 

Mr. Haceporn. In the early months of 1958 it was about 5 million; 

es. 
Senator McGrr. Yes. Now what were prices doing in that same 
interval # 

Mr. Haceporn. They were going up. 

Senator McGerr. Prices were going up while unemployment was 
rising, and you explained this phenomenon by what ? 

Mr. Haceporn. By rising labor costs. 

Senator McGee. In other words, you were paying labor so much 
that it was buying more than you could produce? 

Mr. Haceporn. No, Senator. The rising labor cost was making the 
product so expensive that the markets were shrinking. When you 
charge more for your produce on the market—— 

Senator McGrr. What were the corporate profits in this same 
interval ? 

Mr. Haceporn. They declined quite seriously in 1958. 


RISING PRICES, PROFITS, AND UNEMPLOYMENT 


Senator McGer. That isn’t what I have read in some of the financial 
reports. I remember a very revealing article in Fortune magazine, 
at the point when this was under survey when corporate profits were 
at an embarrassing margin, and I think I quote it exactly, in that 
interim, with rising prices, rising unemployment, and rising profits. 
Now that seems to me to be an incongruous combination of so-called 
economic forces. 

Mr. Haceporn. Senator, the figures I have on corporate profits— 
may I read them ? 

Senator McGerz. Please do. 

Mr. Haceporn. They are statistics of the U.S. Department of 
Commerce. Corporate profits after taxes—— 

Chairman McCarrnuy. What year? 

Mr. Haceporn. For 1956, $23.5 billion; for 1957, $22.2 billion; for 
1958, $18.9 billion. There was a decline in there of corporate profits. 

Senator McGerr. Now a further breakdown in this same study that 
I, only as a pedestrian, was trying to understand was that in the key 
industries, like the automobile industry or steel industry of one sort 
or another, that the margins, chemical industries, aircrafts had gone 
up in rofits and prices at the moment that they were spreading 
unemployment. 

This was selected not on the basis of the overall numbers of small 
businesses or smaller industries that had folded in the meantime be- 
cause of this same condition, suggesting that artificial pricing factor 
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that did not reflect the free exchange of available supply and labor 
costs, and that is the reason I alluded to that particular study. 

Would you consider it a valid area for this committee to go into the 
pricing policies of let’s say the larger industrial areas where there has 
obviously been less fluidity in prices? 

Mr. Tseusonm. I would certainly consider that you should explore 
that area and see what may turn out from it, Senator. 

Senator McGer. Would you think that there might be a connection 
between unemployment and the rigidity of some price areas, some 
price structures, high-price structures ? 

Mr. Haceporn. I would be very much surprised if anything like 
that turned up, Senator. Firms don’t like to set their prices so 
high that they have to curtail production and lay off employees. 

enator McGrr. I made velenend this morning—I don’t remem- 
ber whether you were here or not in the audience—I made reference 
this morning to testimony before a small group of this body by one 
of the members of the steel industry that they had made their biggest 
profit by operating for half of the year, and that what they did the 
remaining half of the year did not matter. 

Does not this suggest an arbitrary pric elevel ? 

Mr. Haceporn. I didn’t hear that testimony and I am not enough 
of an expert on the steel industry to venture an opinion on that, 
Senator. 

Senator McGee. You are not ducking the question ? 

Mr. Haceporn. I just don’t know enough about the industry. 

Senator McGee. This is symptomatic of a number of things it seems 
to me that we are trying to talk about there that you are generalizing 


on here today. That is you are passing off the arbitrary high prices 
in an exceedingly comfortable profit period in our financial history 
as the extra costs of labor, and that labor is pricing itself out of the 
market. 

Would it not follow as a logical inquiry that capital too could be 
pricing Atself out of the market? 


ADMINISTERED PRICES AND CURTAILED PRODUCTION 


Mr. Haceporn. Senator, I don’t think that would make sense as a 
general explanation of declines in production in our economy. 

Business firms don’t make profits by curtailing their output. They 
make profits by increasing—— 

Senator Motes. Come, come, let’s not play games here. I cannot 
profess to be the economist that you are, but you know as well as I that 
regulated production has a considerable bearing on price structures. 

Now let’s face it, then. 

Mr. Haceporn. That monopoly is a way of curtailing production, 
and I would say that monopoly on the labor side 

Senator McGgxr. Leaving monopoly out for the moment. Regu- 
lated production has a bearing on price structure, does it not? 

Mr. Haceporn. I don’t know what you mean by “regulated pro- 
duction,” Senator. 

Senator MoGrr. By deciding to produce—— 

Mr. Haceporn. If you don’t mean monopolistic practices—— 

Senator McGrp. By producing half of what you might be capable: 
of producing surely that influences the price structure. 
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Mr. Haceporn. Only if you have some monopoly power in your 
markets. 

Senator McGrr. You are trying to explain how we might thus 
regulate prices. I am saying it does not control production, regu- 
lated production, I do not care who regulates it, have a bearing on 
the price structure. Is not a scarcity of products, a scarcity of goods, 
a factor that influences prices? 

Mr. Haceporn. Of course it is, Senator. 

Senator McGer. Is not an abundance of goods a factor that in- 
fluences prices? Whether you produce few goods or many goods will 
then help to determine the price structure, at least theoretically ? 

Mr. Haceporn. That is right, sir; potentially that is so. 

Senator McGee. Is it not then possible to arrive at a decision to 
produce X number of goods in order to arrive at a given price 
throughout, let us say, a fiscal year? 

Mr. Haceporn. Speaking hypothetically it is possible to do that 
only if you have collusion among all the members of the industry. 

Senator McGrr. You would suggest that there is no collusion in 
some of the large industrial areas? 

Mr. Haceporn. I do not know of any, Senator. 

Senator McGee. The identity of prices in areas that are well known 
to the pedestrian reader of the newspaper are mere accidents? 

Mr. Haceporn. If they are the result of collusion then, I am not 
a lawyer either, but I believe they are illegal. 

Senator McGerr. Well, I was hoping we might get down to some 
brass tacks of economics by some forthright thinking; I mean, I was 
not anticipating a verbal exchange in which we would try to duck 
questions. 

I was getting at the problem of regulating a price structure, of 
fixing a price structure, of determining a consumer market in terms 
of the margin of profit. 

On the basis of what at least many of us who are less versed in 
economics are led to believe, it is not only possible but usually it 
happens, that the output is geared to what an anticipated market may 
absorb at an expected margin of profit. Now, isn’t that true? 

Mr. Haceporn. I do not know, Senator. 

Senator McGer. For Pete’s sake. I give up, Mr. Chairman. 

Chairman McCarruy. Has the Senator from West Virginia any 
questions to ask? 

Senator Ranpotpn. Mr. Chairman, I wonder if I could tell a story. 

Chairman McCarrny. I think it would be in order. We do not 
know what the story is but we will let you start anyway. 

Senator Ranpoten. Senator McGee says, “I give up.” 

I remember the tale which is told of a boat which plied the Atlantic 
with tourists, and to entertain those abroad there was on this special 
boat a master magician. 

The captain had a parrot which delighted in perching back of 
the magician, and when the so-called clever and unexplainable trick 
would be forthcoming from the magician the parrot would always blast 
out with the word “lousy,” and trick after trick would be greeted with 
the word “lousy.” 

Finally a floating mine demolished the vessel, and the parrot, after 
some time, turned to the magician—they were floating on a small 
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piece of debris—and he says, “I give up.” He says, “Where is the 
damned ship ?” 
This is just a story brought up by, of course, “I give up,” which 
has no place in the record and I am sure you can cut it. 
Senator McGee. I think you ought to leave that in because it makes 
a real point, Senator, to try. to find out where is the economy. 


UNEMPLOYMENT AN OVERRIDING ISSUE 


Senator Ranpotew. Mr. Chairman and my colleagues of the com- 
mittee, earlier this afternoon I was in the State of West Virginia, a 
State which has at the present time the largest percentage of unem- 
ployment in the United States. 

This is a matter of variation, of course, but certainly if we apply 
it specifically to the bituminous coal industry it is explicit in its 
truth. 

Iam going to take just a few minutes longer than I would ordinarily, 
because I was denied the privilege of hearing the formal testimony 
this morning of those who came before the committee, especially the 
testimony of Michael Widman of the United Mine Workers of 
America. 

I have rather hurriedly gone'through his statement. 

At this point I suggest that the hardy men and women who pio- 
neered West Virginia, as well as the rest of the United States, were 
well able to provide for themselves from the fertile land that they 
settled, and the close knit family group in most instances provided for 
its own aged and infirm. 

But what of today? And I ask not only the members of the com- 
mittee but the present. witness, Mr. Hagedorn, what of today? Their 
descendents who work our coal mines are no less hardy than their 
fathers and grandfathers, and it is largely through no fault of their 
own that they are now less independent than were their forebears 
50 or 100 years ago. 

Today’s residents of our coal mining regions are a part of an im- 
mense industrial complex which, very frankly, they cannot control. 

They are parts of an industry the condition of which is controlled to 
a degree, at least, by technology, of our society, as a whole. The 
development of competing fuels, and, in some instances the practices, 
very frankly, by producers and-sellers. of other fuels which are not 
always 100-percent pure in intent against coal. Are other compli- 
eating factors. 

New blast furnaces for steel, new ways of producing power—these 
are only a few of the problems with which the coal industry and the 
workers within it are faced today. 

Perhaps we might arrive at a clear illustration of the impact of 
these changes by referring to certain statistics on the coal industry 
in West Virginia. I realize we have had these national figures, but 
West Virginia, the largest bituminous coal producing State in Amer- 
ica, is certainly a State in which we understand the impact so tragic in 
its implications at times. 

Coal production in West Virginia declined from 150 million tons 
in 1957 to a gross production of 112 million tons in 1958. 
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Now, I am sure the witness would indicate that this lessening of 

roduction in our State took place during a period of recovery in our 
Ration from whatever recession we may have had. From January 
through June of this year, I point out, the fact that our total produc- 
tion was approximately 5814 million tons of bituminous coal in the 
State of West Virginia, indicating a slight increase in tonnage this 
year over last. . 

Now, to turn to employment within the mines: In 1948 in West 
Virginia there were 125,000 persons working in the coal mines. By 
1957 this figure had ae to 58,000 workers, and from January to 
June of this year, less than 47,000 men were employed in the mines 
of our State. 

Now, though production had increased by 4.5 percent the first half 
of this year over the year before, the number of men employed had 
decreased 20 percent. 

Yet, even these figures do not reveal fully the truth of the conditions 
prevailing today. 

For example, in McDowell, in Wyoming, and Fayette Counties, 
our ist, our 3d, and our 11th ranking counties in production during 
the first 6 months of this year, the average number of days worked, as 
recorded by all of the mines in each of these counties, was 7714, 64, 
and 63, respectively, and this during a 6-month period of approxi- 
mately 130 regular working days. 

It is not surprising then, Mr. Chairman, that the issue of unem- 

loyment was yesterday and still is the overriding economic issue 
in the State of West Virginia, at least in those areas in which we have 
coal as the base of our economy. 

It is important, I believe, that I indicate, frankly, that no self- 
righteous talk—and I do not want to be misunderstood—about stern 
measures of economy in Government, can mean very much to able- 
bodied men and their wives and children who work, or members of 
the families, who are denied the opportunity of employment. 

Some work 21% or 3 days a week only, because that is the extent 
of employment available to them in their coal communities. 

This presents a problem that confronts not only the people of West 
Virginia to this deep degree, but also concerns the country, too. 


COMPARABLE UNITED STATES AND UNITED KINGDOM UNEMPLOYMENT 
, STATISTICS 


At this point I respectfully ask the witness, is it not a fact that in 
England today there is only 1.9 percent of the employables who are 
unemployed? Is that correct? 

Mr. Haceporn. I am not sure, Senator, and I believe it is hard to 
make the unemployment statistics comparable in the two countries. 

I am not an expert on the British houses but I believe they are 
collected from the employment offices; in other words, the people 
who have gone to collect their unemployment insurance, ona they 
are not comparable to our statistics collected by the Census Bureau, 
which visits a —— of households. 

I suspect that that 1.9 percent, if it were on the same basis as our 
5 percent would be raised quite considerably. 

Senator Hartke. Will the Senator yield for a moment? 
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Senator Ranpotru. I will yield. 

Senator Hartke. I am not sure I agree with that. I will point 
out that the figures produced in the data of another coal producing 
country, from West Germany, is 1.4 unemployment, and incidentally, 
in England in February it was nine-tenths of a percent, less than 1 
percent unemployment. 

Senator Ranpoupu. I am informed, and we will allow the record to 
show that there is some dispute on this matter, that in England it 
would not vary over one-half of 1 percent. I think that is given to me 
on good authority. 

But with respect to a 5.1 percent unemployment level in this country 
today, do you agree with that figure as of now ? 

Mr. Hageporn. That is the figure published by the Census Bureau. 

Senator Ranpoupu. I believe that would be approximately cor- 
rect, and I must point out that in West Virginia it would be double 
that figure, which is accepted as that which is given in statistics here 
even today by others who have testified. We do wonder sometimes 
why we find countries in Europe that, frankly, have a lesser problem 
in this area than we have. We might find in some instances that our 
unemployment would be 214 percent more than their unemployment, 
and yet we continue to spend, and presumably properly spend, Ameri- 
can dollars to aid those countries. 

We do have a very real challenge here within our own country 
to help these areas, notably West Virginia, with its coal mining prob- 
lem, but I will come to this at a little later time on a broader scale 
with further inquiries to be made of the present occupant of the 
witness chair. 

I have said it is not a problem which confronts West Virginia alone. 
We are faced with the ironic and anomalous situation of a Nation at 
the peak of its productive capacity, with the exception of devastating 
strikes, of course, and so-called, perhaps, controlled production, which 
has been mentioned; we do know that this is a country of techno- 
logical advancement and we know that these changes have brought 
unemployment in many sections of our productive economy, with more 
impending. 

In the mines, of course, we know it; in the steel industry, to a de- 
gree; in the automotive industry, my colleagues from Michigan, and, 
yes, in certain segments of our agricultural program, too. 


OFFICIAL UNEMPLOYMENT FIGURES NOT THE WHOLE PROBLEM 


Sometimes the official figures, Mr. Hagedorn, on employment which 
we read on the front pages or even on the financial pages of the 
newspapers, perhaps present, to a degree, a deceptive picture. 

I know that in June of this year—the period of the maximum post- 
recess employment for which complete figures are available—nonagri- 
cultural employment stood at 60,111,000. 

Yet of those 60 million, 6,257,000 were working only 15 to 34 hours 
per week; and 2,945,000 were working less than 15 hours per week. 

These are the figures that, perhaps, remain buried in the back 
pages of the monthly Labor Review. That, of course, is the official 
publication of the U.S. Bureau of Labor Statistics. 
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Now, the problem of unemployment and underemployment is, in 
the opinion of many of us, the responsibility of all citizens of the 
United States of America. 

Certainly there should be participation by the Federal Government 
in a solution of the problem. 

We are, I think, here concerned to a degree with the survival of a 
democratic society. It is a concern which certainly cuts through 
the divisions and questions of whether a person is a moderate or a 
liberal or a conservative or a progressive in his or her political 
philosophy. 

I am an individual who believes that, in the immediate future, 
there isno room for gloom insofar as our general economy is concerned, 
and I would not want it to be indicated by what I am saying that I 
am even partially a prophet of doom and gloom. 

Certainly I am no Cassandra; I am not attempting to be a Cassandra, 
reading in the flight of birds the downfall of our American society, 
because it is vigorous and creative, and I believe we are capable, cour- 
ageous, and that we will meet these problems successfully. 

But there inheres in democracy as a necessary condition morale 
among the people of the United States, and there cannot be morale 
generally if that of the people of West Virginia is cut into deeply, 
and other States is cut into deeply. 

The morale of our people in which free citizens walk upright, 
assured of the dignity of individual effort, is important. 

Certainly a jobless man whose family lives by sufferance rather 
than by right, does not long retain his sense of strength and of freedom. 

A democratic society cannot long afford the erosion of the morale 
that follows. 

So, today, we must recognize that with 5.1 percent of our employ- 
ables unable to find work, and with many of the areas which this 
committee will go into from the standpoint of actual hearings on the 
ground, we will find conditions which are almost frightening. 

There are certain areas of West Virginia in which the unemploy- 
ment rate is at least 39 percent, certain counties in the coal mining 
area especially. 

This, of course, has an impact on all other sections of our State, and 
the State then has an impact on other States. We recognize this, I 
am sure, as a fact. 

Now, Mr. Hagedorn, I will ask you to turn to page 6 of your 
testimony. You will find that yousaid: 

Old jobs disappear, new ones are born, workers move about from one job to 
another and in and out of the labor force, to a degree not generally suspected. 

Earlier today testimony was given by Mr. Michael Widman of 
the United Mine Workers of America, and he stated that— 
the coal miner has deep attachments to his home. Times may be hard, money 


may be scarce in the mining communities, but the miner and his family are apt 
to remain and wait for a better day. 


He said that— 


theoretical economists speak glibly of the mobility of the labor force. However, 
the desire of the miner to stay close to his home defies all economic considera- 
tion. Consequently, the task of alleviating unemployment in the coal field will 
be much easier if we start by attempting to create the job opportunities in coal 
mining areas. 
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He added that— 


any program designed to disturb deep family ties will encounter from the outset 
hostility and opposition. 


NO READY SOLUTION FOR COAL SITUATION 


So, would it be correct, Mr. Hagedorn, to indicate that your state- 
ment here might not have particular appropriateness to the coal mining 
industry from the standpoint of miners who have worked there, who 
continue to hope they may still work there in an industry where, 
perhaps, new uses of coal, derivatives of coal, the satellites of the 
actual industry itself, may give to him the opportunity for continued 
employment ? 

Would you say that you might want to change that statement in 
regard to this particular industry ? 

Mr. Haceporn. Well, let me supplement the statement, Senator. 

It certainly is true that in any area, in any industry, there are many 
people who have deep roots and who do not want to move out of the 
area or move out of the industry. That is a personal choice on their 
part, and I have no desire to say that the choice is wrong or that it 
isright. Itis their choice. 

But it remains a fact that there are many people in our economy, 
a large number, who are prepared to move about in the labor force, 
and they can, to a very great extent, take care of changing needs 
through the changes and those people who are prepared to make some 
shift, either geographically or from one industry to another. 

Now, in the coal industry, of course, there are many complicating 
factors, and there are changes in technology that have taken place, 
and I suppose they are largely irreversible. 

I think we may expéct some clianges to take place in the future 
that may have the opposite effect and may promote job opportunities 
in the coal mining areas. 

The establishment of power generating stations close to the coal 
mines, for example, and then the establishment of other types of 
enterprises that depend on the power, near those power stations, all 
of which are things we may hope and expect to happen in the future. 

I have no desire to say that the situation of the people in the coal 
mining areas is not a serious one, Senator. It certainly is. 

Senator Ranpotru. Thank you. 

Mr.:Haceporn. I wish there were an easy solution that I can offer 
you on a silver platter right here. I am sorry I cannot do that. 

Senator Ranpoteu. Of course not, because it is doubtful if a ready 
and easy solution is available. Even with the technology within in- 
dustry as a whole, and the mechanization of the mines in particular, 
we know it is important that we have the so-called reservoir of miners 
available in time of emergency. I know you would agree with that. 

Mr. Haceporn. Yes. , 

Senator Ranpotru. We could not scatter them throughout the 
United States of America and pull them back into this operation. 
We need a certain number of them, even though they are presently 
unemployed, who are there on the ground. 

We remember in World War II the contribution which the coal in- 
dustry made because it was able to gear itself, and to bring a greater 
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productivity at a time, of course, when we did not have as much 
technology as now. 

Mr. Hagedorn, you have said the objective should not be to preserve 
job opportunities in the particular industries, occupations, or geo- 
graphical areas where they happen to be at any given time. 

You say: 

Such an approach could frustrate the forces making for expansion in our 
economy. The problem is rather one of preserving the general health of the 
economy so that job opportunities may increase naturally and individuals may 
adjust themselves to our ever-changing economic world with the least strain. 

You would realize, as you have indicated—and this is a followup 
of the earlier statement you made in response to my question—your 
dee ig perhaps, is not as applicable, is it, in the coal mining 
indust: 

Mr. Haceporn. Well I think we have to face the fact that in the 
long run there are going to be changes in the industrial allocation of 
our labor force just as there have been in the past, and I cited the 
change in agriculture as the outstanding example. 

I think that is worth reflecting on, Senator. 

Senator Ranpoipu. Yes, sir. 

Mr. Haceporn. Suppose a hundred years ago we had said that 70 
percent of our labor force is now in agriculture and we ought to pre- 
serve that proportion of job opportunities in agriculture, and sup- 
pose—this is hard to imagine, but suppose—that program would have 
succeeded. 

Well, it would have prevented the industrial growth of the Nation. 
There would not have Soon people to work in the factories and build 
up the Nation industrially that there have been. 

The decline in the labor force in agriculture has been the source of 
our growth in other sectors; and similarly I believe that we should 
face the possibility that if we try to prevent a decline in some particu- 
lar industries, we might be, in effect, preventing the growth of other 
industries which might be even more important to us in the future. 

Senator Ranpotew. I am glad to have your comment. I do not 
believe the analogy is a hundred percent with reference to agriculture. 
This is a part of the industrial empire. It was not from the so-called 
agrarian use. 

Mr. Haceporn. I was using that as an illustration, Senator. 

Senator Ranpouru. Yes. it is helpful to have your thinking. 

Would you turn now to page 11 in your testimony? You say: 

If the new jobs are artificial make-work creations, they conceal rather than 
correct the problem. 

Mr. Hagedorn, would you give us your thinking as to what type of 
artificial make-work creations are those to which you referred 

Mr. Haceporn. Well, I meant digging holes one day and filling 
them in the next, Senator. 

Senator Ranpotpu. I see. 

Mr. Haceporn. I was bringing out there the point that it is not 
sufficient to give a man a job just doing any old thing, but the job 
must be a contribution to the production of the Nation. 
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NAM. OPPOSED YOUTH CONSERVATION PROGRAM, AND ASSISTANCE AND 
COMMUNITY FACILITIES 


Senator Ranpotpx. Would you be against the Youth Conserva- 
tion Corps program as it shaedt the Senate of the United States, and 
is now i in the House? Would that fall within this category? 

Mr. Haceporn. I am not familiar enough with this bill, Senator, 
to be able to give an opinion on it. 

Senator Ranpoten. Would you be against such legislation like area 
redevelopment, which was passed ? 

Mr. Haceporn. The N is opposed to that type of legislation, 
Senator. 

Senator Ranpoteu. Would you oppose or have you opposed the 
creation of a Coal Research and Development Commission ? 

Mr. Haceporn. I am not familiar with that particular thing. Ido 
not know whether we have taken a stand. I suspect we just have not 
taken any policy position on it. I do not personally know enough 
about it to be able to say. 

Senator Ranpotex. Mr. Widman stated in his testimony earlier to- 
day that the President had vetoed such legislation which had been 
passed by the Congress. 

We had hoped very much that there would be created a program by 
means of which we could search for new uses of coal and find deriva- 
tives to stimulate the industry. 

I will hurry along. 

Will you turn to page 13, please. You speak here about the opposi- 
tion of the NAM to programs of financial assistance to local govern- 
ment and in certain channeling. 

I wondered what your feeling was about the legislation which has 
been enacted, and which we attempted to improve in its coverage, to 
make grants to communities for sewerage treatment. What do you 
think about that legislation ? 

Mr. Haceporn. We are opposed to that legislation, Senator. 

Senator RanpoteH. You feel, then, that this is the responsibility 
wholly of the local community ? 

Mr. Haceporn. That is right. 

Senator Ranpoteu. Even though the local community is dealing 
with a river or a body of water which flows not from the edge of the 
community to the opposite edge of the community or from the edge of 
the county to the edge of the county or even from the edge oF the 
State to the edge of the State; is that not correct ? 

Mr. Hageporn. That is right, Senator. I believe that there have 
been area commissions set up for dealing with water-supply and 
sewage-disposal problems, recognizing the fact that you cannot take 
the political boundaries of a city or a State as the boundaries of those 
problems. 

Senator RanpoteH. Do you believe the Federal Government has no 
responsibility in this area ? 

_ Mr. Haaeporn. I believe the Federal Government, to the extent that 
it contributes funds in these areas, might simply lead to the localities 
reducing by that much their own contributions. 
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Senator Ranpotru. Well, they are contributing 70 percent of the 
funds, the Federal Government participating in only 30 percent, for 
that supply—an adequate supply—of water, not only pure water for 
purposes of health, for cooking and drinking, but, also, the water 
needed for industrial development. 

You think there should be no participation by the Federal Govern- 
ment in this vital field ? 

Mr. Haceporn. I do not believe the Federal Government should 
provide funds for that activity. 


FEDERAL RESPONSIBILITY REDUCES TAXES AND LABOR COSTS 


Senator RanpotpH. Would you turn to page 14, please, where you 
say: 

The most constructive role the Federal Government can play is to promote 
job creation through sound business growth in the economy generally. 

I would like for you to enumerate some areas in which the Federal 
Government could promote a job creation program if it does not do 
it through such types of programs as these which I enumerated. How 
can it be done in a general way ? 

Mr. Haceporn. Well, for example, tax reduction, Senator, as a gen- 
eralized stimulating effect on the economy ; reduction of the income tax. 

Senator Ranpoitrn. Reduction of the income tax ? 

Mr. Haceporn. Yes, sir; reduction of the income tax. 

Senator Ranpotpu. What else would you advocate ? 

Mr. Haceporn. The Government playing its part in the control of 
rising labor costs, because, as emphasized in my statement, I see the 


center of the problem of potential serious unemployment problems, 
the center of origin of that, is the rise in labor costs, labor pricing it- 
self out of its markets. 

To the extent that Government can control the monopolistic powers 
that are creating such an upward pressure on labor costs, it will be 
doing a great deal to prevent unemployment. 


OPPOSITION TO RFC 


Senator Ranpoten. Mr. Hagedorn, we had the Reconstruction Fi- 
nance Corporation which gave loans, and those Federal funds wer, 
of course, supplemented by loans made from local financial institu- 
tions, the belie in the communities. 

Do you oppose that sort of a program as it once was—— 

Mr. Haceporn. Yes, Senator; we do. We do not believe in the 
Government getting into the business of lending money to business or 
citizens, generally. 

Senator Ranpotrn. I would just like to go back to the years of the 
depression. In Parsons, the county seat of Tucker County, the county 
adjoining my home community in West Virginia, the Dorman Woolen 
Mills were closed. There was not the financial borrowing or lending 
power available to the mill or to the bank in that community, and 
there were some 250 or 300 men and women who were without en- 
ployment. Of course, that would mean perhaps 800 or 900 persons 
directly concerned in a community of approximately 2,500 population. 
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Now, when do you think that mill would have cpened, Mr. Hage- 
dorn ? ; 

When do you think those people would nave found work if we had 
not been able to work cooperatively, through the Federal lending 
agency and the local financial institution joining? When do you 
think that plant would have been able to have reopened? Do you 
have any idea? 

Mr. Haceporn. No, I do not, Senator. 

Senator RaNpotPH. Would you rather that such mills not stay open 
and that the people remain unemployed, than to have the Federal 
Government ae 

Mr. Haceporn. I think it could not open in any case until it was 
able to operate on a basis where the price it could get for its product 
would meet the costs it had to pay in producing that product. That 
iswhy I say costs are so central an issue. 

Senator Ranpotpn. Mr. Hagedorn, I would remind you that the 
loan was made under an arrangement involving both Federal funds 
and local funds; that the plant did reopen, that the Federal loan was 
repaid, that the local loan, of course, was repaid; and the economy of 
the area was given the necessary stimulus it needed. 

Fear was in the hearts of the people at that time; isn’t that true, Mr. 
Hagedorn ? 

Can you wait years and years for fear to dissipate itself, while the 
Government stands by without using its lending power even though its 
loans would be repaid ? 

Mr. Haceporn. I wonder, Senator, in how many cases the need for 
loan funds was what prevented a plant from operating or from em- 
ploying people. Wasn’t it in most cases the lack of a market, and the 
ack of an ability to produce goods at a cost such that they could be sold 
inthat market ? 

Senator Ranvotpn. No, I think not; no, sir. I think that plant to 
which I made reference might have reopened years later. I do not 
know when, but it would have been many years later, and you would 
just have it that way; isn’t that correct? You would have the economy 
of Parsons flattened out and just remain there surrounded by a strong 
country and an unused ability to loan money through available Fed- 
eral sources. And you would say, “I am sorry, the community must 
be literally on its back for years and years. Nothing can be done or 
should be done.” 

Mr. Haceporn. I believe that the Federal Government should stim- 
ulate employment by stimulating the health of the economy generally ; 
yes, Sir, 

Senator RanpotPu. You do not believe then in the Small Business 
Administration ? 

Mr. Haceporn. I believe that it has some very useful functions. I 
am not an expert in that field either, Senator, and I cannot speak defi- 
utely on exactly what they do; what they should be doing. 

Senator RanpotrH. But you said you do not believe in the Federal 

dg Government loaning money. 

Mr. Haceporn. That is right. 

rsons@ Senator Ranvotpu. So you would be against the Small Business 
tion. #Administration ; would you not ? ‘ 
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Mr. Haceporn. We are against a program for lending money to 
business on the part of the Federal Government. 

Senator Ranpotpu. Thank you, Mr. Hagedorn. 

Thank you, Mr. Chairman. 

The Cuamrman. Senator Hartke? 


COMPARATIVE UNEMPLOYMENT AND COSTS 


Senator Harrxs. I just wanted to tell you that the figure on the 
unemployment in western Germany can be found in the September 
1959—the 9th of September 1959—issues of the American Chamber of 
Commerce in Germany in which they state that German unemploy- 
ment has dropped to the figure of 1.6 percent, and where this pride of 
America, again we have gone to second place, just like with the Rus- 
sians overtaking us out in space, and the West Germans have now over- 
taken us as far as exportation of automobiles goes. They are now 
the world’s largest exporters of automobiles. 

Mr. Haceporn. I think much can be learned by studying their econ- 
omy, Senator, and comparing them with our own. 

Senator Harrxe. I think much can be learned if we would study 
ours, sir. 

Mr. Haceporn. That is what I mean. 

Senator Ranpotpu. You mean you approve of the tariff which 
ne been placed by Germany on coal shipments from the United 

tates ¢ 

Mr. Haceporn. Senator, the question of tariffs is one on which 
American business disagrees rather widely within itself. The NAM 
has no position in the area of tariffs. 

Senator Harrxe. Let me ask you, do you approve of the cancella- 
tion of contracts by the German Government of American coal pur- 
chases because they have coal of theirown? I mean is this the type of 
thing you want us to do? 

Mr. Hageporn. Cancellation of contracts? 

Senator Hartke. Coal contracts. 

Mr. Hacepvorn. I would say violation of an agreement is some- 
thing that can never be defended, Senator. 

Senator Harrse. I agree. But they did. German imports from 
the United States of coal fell to 3.12 million tons from January to 
June, from 5.96 million tons, and this is contributing to our unem- 
ployment in our coal-mining industry in the United States. Yet we 
talk about the cost of labor. As I said this morning, this coal can be 
delivered on the banks of the Rhine at two-thirds the cost of German 
coal today, two-thirds the cost. 

In Belgium it is approximately $18 a ton, American coal delivered. 
It costs $25 a ton for the Belgian coal. 

To the highest paid group of people on an hourly basis probably— 
Senator Randolph, as I understand, the coal miners who do get work 
are among the highest paid per hourly group of people in the United 
States; isn’t that right? 

Senator RanpoutpH. That is correct, sir. 

Senator Harrxe. So this idea that there is any relationship def- 
nitely between this cost of labor certainly does not hold true in the 
coalfields where they have substantial unemployment in the United 
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States of America, and where they cannot compete with us in Ger- 
many. 

Mr. Haceporn. On the other hand, Senator, if costs were lower in 
the coal industry wouldn’t they very likely take part of the domestic 
market away from other fuels ? 

Senator Harrxke. Senator Randolph, I do not know how—— 

Mr. Haceporn. I do not know whether anybody can prove it. Iam 
offering that as a possibility. 

Senator Harrxe. Let me ask you, is Warner & Swasey a member of 
your organization ? 

Mr. Haceporn. I believe they are. 

Senator Harrxe. Do you believe that they believe in taking govern- 
mental dollars and helping aes: 

Mr. Haceporn. I do not know what their history has been. 

Senator Harr. And they take big ads out that say “Federal aid 
is childish,” and then, according to their records, they received con- 
tracts of business from the U.S. Government to the extent of about 
$2,100,000, and they say in their ad, “the money can only come from 
the taxpayers, who are you.” 

You understand what I am getting at? I think that someplace we 
ought to be—and maybe there is a possibility there will be a reexam- 
ination of words and meanings. 

I am interested in American industry being successful, and I think 
you are, too, and I think possibly there might be a little bit of difference 
of opinion as to how that is properly done. 

In the meantime, you might put a bunch of people to work. I just 
have here the current issue of the financial section of the New York 
Times under date of October 5 in which they point out that unem- 
ployment in England again dropped, so my figures are out of date, 
1.9, dropped 22,000 from August, the largest drop in September since 
the end of World War II. 

I have no further questions. 


REDUCING TAXES AND WAGES WILL NOT SOLVE UNEMPLOYMENT 


Chairman McCarrny. Mr. Hagedorn, I want to thank you for your 
testimony. I want to thank you particularly for the first nine pages of 
it. I think you made some constructive suggestions and raised some 
—— questions. 

have a feeling that what follows I have heard before. In any case, 
I do not believe that the problem of unemployment, either existing 
unemployment or future unemployment, is going to be solved simply 
by two points, which I think you stressed, namely, reducing the income 
tax and reducing wages. 
_ Isn’t that the effect of your argument, that these were the two most 
important things we might do to either reduce unemployment or set up 
safeguards against future increases in unemployment? 

Mr. Haceporn. I do not think I suggested the reduction of wages. 
I imagine even if I thought that desirable that it is rather a chimerical 
thing to expect to happen in our American economy. 

Chairman McCarruy. But in any case you would be against having 
9 additional increases ? 

r. Hageporn. Increases in wages that go beyond the increases in 
productivity, Senator. 
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Chairman McCartuy. On the other hand, you feel that if we in- 
crease profits and increased interest rates that these would both have a 
stimulating effect on the economy ? 

Mr. Haceporn. That rise in the number of profit opportunities 
would cause new job creations, Senator. 

Chairman McCartuy. What do you mean by the number of profit 
opportunities? Does that mean of individual sales or simply a greater 
opportunity for total profit taking? 

r. Haceporn. I think probably such an increase in the number of 
= opportunities would be connected with an increase in total 
profits. 

I might point out that since—in the postwar period generally—since 
1948, profits have increased very little. I think they were about $20 
billion before taxes—$20 billion after taxes in 1948, and about the same 
figure in 1957 and 1958. This year they may rise as high as $25 billion. 

Now that is a 25-percent increase in profit over a 10-year period, 
whereas the total compensation of employees has increased by some 
80 percent over that same period. 


RISE IN VALUE OF STOCKS 


Chairman McCarrny. How do you explain the fact that in that 
period when there were such relatively small increases in corporate 
profits that the value of stocks on the market increased greatly? What 
was the first year in your—— 

Mr. Haceporn. 1948. 

Chairman McCarruy. 1948—the index of the value of stocks in 
1948 has gone up, I assume, by at least a hundred percent ? 

Mr. Haceporn. At least. 

Chairman McCarruy. Perhaps 150 percent. 

How do you explain that seeming contradiction—smaller corporate 
profits, yet a great increase in the value of stocks on the market? 

Mr. Haceporn. Senator, I wish I were an expert on the stock mar- 
ket. I might not have to work for a living if I were. 

But I, as an offhand observer, would say the chief explanation of 
- that rise has been people desiring some protection against the decline 
in the value of the dollar, in fear of their future. Whether they are 
right or not, I do not know, but that might be in their minds. 

Chairman McCarrtuy. But this index shows it was far ahead over 
the increase in inflation or at least in the cost of living index. 

Mr. Haceporn. Well, it is based not on the inflation, of what actually 
occurs, but of what people fear in the way of future inflation. 

asian McCartuy. Do you think this is a psychological reac- 
tion ? 

Mr. Haceporn. Yes, sir. 

Chairman McCarruy. It has nothing to do with people having too 
much money available for investment from other sources, either from 
profits or from interest or, perhaps, from wages which are too high 
or salaries which are too high ? 

Mr. Haceporn. Well, it is true, of course, more people are becoming 
interested in the stock market, partly because of this fear of inflation, 

artly because of salesmanship on the ‘stg of brokerage houses, partly 

ause people are more prosperous than they were earlier oad per- 
haps, because they have more money to participate in it. 
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Chairman McCarruy. Would you say this difference, which is 
obvious, can be explained only in terms of psychological factors, 
through fear of inflation ? 

Mr. Haceporn. I would not say only psychological factors, Senator. 
I think they are important elements. 

Chairman McCartny. The difference is too great. You indicated 
profits had increased only 25 percent, yet the value of the securities 
has increased over 100 percent between 1948 and the present. 

Do you think this is a matter of any serious concern? Has the 
National Association of Manufacturers made any inquiry or presented 
any testimony on it or made any suggestions as to what ought to be 
done to establish confidence ? 

Mr. Haceporn. I think the importance of inflation, convincing the 
country and the world of the intent to avoid inflation and not use it as 
a national instrument in the future is, perhaps, the most constructive 
step that could be taken. 

hairman McCarruy. But to reduce that inflation you propose re- 
ducing taxes, which is not normally considered as an anti-inflationary 
movement; and on the other hand, you suggest reducing wages or at 
least holding wages where they are, whereas you would permit interest 
rates to continue to rise. I am sure you would have no objection to 
having profits rise, and other forces in the economy ? 

Mr. Haceporn. All in their own natural relationship, Senator. 

Chairman McCartuy. Well, I do not know what their natural re- 
lationship is. 

Mr. Haceporn. That is determined by the marketplace rather than 
by any conclusions we could come to here. 


Chairman McCarruy. I have no further questions. Thank you, sir, 
Mr. Hagedorn. 

The next witness is from the National Small Business Men’s Asso- 
ciation, Mr. Woodruff. 

Do you have someone with you ? 

Mr. Wooprvrr. Mr. John Gosnell. 

Chairman McCarruy. You may proceed. 


STATEMENT OF ARCHIBALD M. WOODRUFF, ECONOMIC ADVISER, 
NATIONAL SMALL BUSINESS MEN’S ASSOCIATION ; ACCOMPANIED 
BY JOHN GOSNELL, GENERAL COUNSEL 


Mr. Woovrurr. My name is A. M. Woodruff, and I am dean of the 
School of Government of George Washington University. 

I have had considerable mixed business and educational experience. 
In the course of my educational experience I specialized in research 
problems of small business. 

As I mentioned to the chairman I would rather summarize my re- 
port than read it. 

The Cuatrman. I am sure the Chair will agree with that. 


SMALL BUSINESS STATISTICS 


Mr. Wooprurr. I would like to say at the outset, sir, that while we 
are small there are a lot of us. 

Small business consists of about 4 million, somewhat more, indi- 
vidual firms, which are owned by about 7 million people, and just for 
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the sake of comparison, that is about the number of people who are 
working on farms that they own, according to the 1950 statistical 
abstract of the United States. ; 

I was very much surprised when I made that comparison, as I did 
this morning. : : 

The group for which we speak is a large one. Sir, I think we have 
a connection with the problem of unemployment in three different 
ways, at least three which I would like to emphasize, with your 
indulgence. oe ; 

The first is, shall we say, a general one. Statistics are a very impor- 
tant thing, but they are very undramatic. No statistic ever laughed 
for joy and no statistic ever shed a tear. 

But behind the statistics of unemployment there are a large number 
of independent businessmen owning restaurants, oo stations, garages, 
barbershops, almost everything that people do, in fact. 


The owners of these little businesses are not unemployed, sir. Not 
only are they not unemployed, they do not have the advantage of 
becoming unemployed. 

They stand behind the silent cash register, just as much a business 
as they ever were, but not making any money. 


IMPACT OF UNEMPLOYMENT UPON SMALL BUSINESS 


The first point I would like to emphasize is that one; namely, that 
behind the unemployment statistics is a loss of business of the service 
enterprises, the majority dependent upon payrolls which, for some 
reason or another, are not in the employment market to the extent 
that we would like. 

The second point, sir, that I would like to raise has to do with some 
of the people who are displaced from large corporate payrolls. 

A certain number of these people, small in proportion to the total— 
and I wish to underline that point, if I may, small in proportion to 
the total—but still a lot of people when you count heads, undertake 
to go into business for themselves. 

ometimes these are people who have life savings which they are 
willing to put on the line, and sometimes they have not any savings, 
and have nothing but their own muscle. 

In either case, going into business is a risky thing. This we know 
from many, many studies which we have made, some of which I have 
made myself. 

When to this you add the fact that these people are trying to go 
into business in a distressed area, and notwithstanding the fact that 
the distressed area is the place where we need new business worse than 
anywhere else, the risks are compounded, and yet there is a great 
shortage of places where one should be able to go for advice. 

The Small Business Administration, in our opinion, has done a 
wonderful service in assisting people who aspire to go into business 
for themselves. Their resources are limited, and if we were to be 
called upon for a concrete suggestion, I think that we would hope that 
the resources of the Small Business Administration could be increased 
to the end that they could offer more effective service to more people. 

The third thing that I want to emphasize, sir, has to do with dis- 
tressed areas, and really only with distressed areas. 
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I happen to be a former Pittsburgher and very well acquainted 
indeed with conditions of which Senator Randolph spoke a moment 
ago. 

"The connection of small business with distressed areas is a very 
close one. Redevelopment authorities are in existence, active in many 
distressed areas throughout the United States. 

These redevelopment authorities find that their best candidates for 
relocation in distressed areas are relatively small concerns. Another 
candidate, of course, is the large firm which can be induced to estab- 
lish a new branch in a distressed area. 

A number of these redevelopment commissions have found them- 
selves on a very well-organized snipe hunt, but there are not any 
snipe. There isa relative shortage of firms which are willing to under- 
take a plunge of entering the distressed areas, and here, sir, I think 
the Federal Government is in a position to make a very substantial 
contribution. 

RELIEF FOR SMALL BUSINESS 


We have suggested a few concrete ways by relieving certain prob- 
lems with which small firms are beset day in and day out, but which 
are more acute with respect to firms which are faced with the problem 
of relocation in a distressed area. 

For one thing, sir, an even faster writeoff, depreciation writeoff, of 
fixed assets, and with that a small firm is willing to take this step of 
relocation. For another thing, somewhat more preferred treatment, 
and although there is somewhat preferred treatment now in the allo- 
cation of defense contracts. 

A third thing, somewhat more generous financial assistance, loan 


assistance, through whatever would be the proper instrumentality of 
the Federal Government to ease the costs of relocation of firms moving 
into distressed areas. 


FOREIGN EXPENSIVE 


And finally, sir, and these hearings came upon us a bit suddenly, 
we have been following somewhat closely some of the developments 
in Western Europe on removal of firms there, and we are not as well 
prepared to testify as we would like to be. 

Holland, particularly, has taken a much more positive attitude on 
the subject than the United States. One of my personal associates, 
=, ae Risssndee, came back from Europe yesterday. He has been 
studying this particular question there. I do not have his report yet, 
but I would urge that this committee, sir, if it finds this desirable—— 

ne McCartuy. I think that is a good suggestion, and we will 
study it. 

Mr. Wooprurr. He would undertake to summarize the processes of 
relocation which have been used there. 

Thank you, sir. 

Chairman McCartuy. Senator Hartke? 

Senator Harrxe. You do not share the belief then that the Small 
Business Administration is not a necessary or a desirable thing? 

Mr. Wooprcrr. I think it isa ry desirable thing, sir. 

Senator Hartke. Very desirable? 
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Mr. Wooprvrr. Yes, sir. 

Senator Harrse. It does a fine job. I was very interested in your 
item there, particularly with regard to the study which is being made 
by your friend. 

Mr. Wooprvurr. The relocation study ? 

Senator Harrke. Yes, Dr. Alexander. 

Mr. Wooprovrr. Yes, sir. 

Senator Harrxe. I would hope that before the hearings are com- 
sie that we could have the benefit of having maybe a summary of 

is views. 

Mr. Wooprorr. I am sure you could. I doubt if he would be in any 
Sage to do it within the next 2 or 3 days, but certainly during the 

ife of the committee he will. 

Senator Harrxe. We are not quitting the next 2 or 3 days, are we, 
Senator ? 

Chairman McCarruy. No. We will hold additional hearings and 
solicit additional information. 

Senator Hartke. Or if you could just submit them to me. I think 
that is a very important thing. 

I do think that this is a situation which they have handled possibly, 
maybe not necessarily, better than we have done, but they have done a 
pretty good job. 

Mr. Wooprourr. I think that is the attitude that we take. We are 
not sure it is better, but it is a more positive approach and we would 
like to know a great deal more about it. 

Senator Harrxe. That is all we have. 


UNEMPLOYMENT INSURANCE HELPS SMALL BUSINESS 


Chairman McCartnuy. Just one question, Mr. Woodruff. 

In areas in which there has been heavy unemployment, the existence 
of an unemployment compensation program has been, at least in- 
directly, of help to the small businessman in that area, has it not? 

Mr. Wooprurr. Oh, yes. 

Chairman McCarruy. From that point of view the small business- 
men would say it isa desirable thing ? 

Mr. Wooprurr. Unemployment compensation, certainly. 

Chairman McCarruy. The second question is with respect to un- 
employment compensation as it affects the small employer who must 

ay into the ee know there is mixed opinion among small 

usinessmen on that point—but can it be said that at least some of 
the small businessmen would quite clearly accept this as a kind of 
social obligation which also has certain economic advantages! 
Would there be some support for an improved unemployment com- 
pensation program by your organization, or among the people who 
make it up? 

Mr. Wooprorr. I do not think that there would be any objection 
to it at all. 

I happen to own a small business employing about 30 people, and I 
never objected to these payments. I think they are most desirable. 

Chairman McCarruy. Thank you very much, Mr. Woodruff. 

Did your colleague who is in attendance wish to make a statement! 

Mr. Gosnetu. No, thank you, Senator. 

Chairman McCarrny. Thank you very much. 
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Mr. Wooprourr. Thank you, sir. 
(The prepared statement of Mr. Woodruff follows :) 


PREPARED STATEMENT OF ARCHIBALD M. WooprurFr, ECONOMIC ADVISER, NATIONAL 
SMaLL Business MEN’s ASSOCIATION 


Mr. Chairman and members of the committee, my name is A. M. Woodruff, 
dean of the School of Government of George Washington University. I am here 
today as one of the economic advisers to the National Small Business Men’s 
Association of Washington, D.C., speaking on the relationship between small 
business and the problems of continued chronic unemployment in distressed 
areas. We appreciate the opportunity to express our views to this distinguished 
committee. 

My background includes 14 years with the Prudential Insurance Co. following 
my doctorate at Princeton. While with Prudential I had experience in mortgage 
financing for small- and mediun-sized firms. About 10 years ago I rejoined the 
academic ranks and spent 5 of these years at the University of Pittsburgh spe- 
cializing in research into the special problems of small firms. This resulted 
in a book and some 25 journal articles. I was also for 2 years a member of the 
advisory board of a large branch of the Western Pennsylvania National Bank. 

The National Small Business Men’s Association consists of some 25,000 small 
firms employing collectively about 3 million people. We can hardly claim in 
1959 that the small businessman is a forgotten man; indeed, he is getting more 
attention than ever before. Nevertheless amid the grinding gears of our modern 
economy of bigness, the collective importance of the small proprietor tends to be 
overlooked. 

In the first place, in areas of major unemployment, the so-called operating 
small-service businessmen suffer from unemployment without themselves having 
the dubious advantage of becoming unemployed. 

The furloughed employee has the benefits of unemployment compensation; the 
proprietor of the small laundry which formerly washed his shirts merely loses 
business. He is not unemployed because he still stands behind his counter, but 
his income is greatly reduced. And so it goes with the barber, the restaurant 
man, the garage owner, and the man who runs the gas station. In other words, 
a whole complex of service enterprises indirectly live off the basic payroll, and 
it must tighten its economic belt by several notches when unemployment curtails 
the major source. 

The problem is especially serious when an area dependent on a single large 
payroll loses all or most of it. When the problem goes on and on, as it has in 
depressed coal-mining areas and certain other parts of the country, continued 
wemployment is accompanied by considerable mortality of small concerns. 

The tribulations of small proprietors in such areas do not show up directly 
in the unemployment statistics. Loss of business by these firms is hard to 
measure except in crude overall terms. Small spot studies of individual towns 
hit by the sudden closing of a mine indicate that the problem is a serious one. 
For the individual concerned its seriousness compounds proportionately to the 
amount of investment he has in his local operation. The more he has in it the 
more he stands to lose, whether he tries to stick it out or whether he uproots 
and relocates. 

In the second place, a certain number of individuals displaced from the 
payrolls of large corporations are moved to try their wings as small proprietors. 
Serious difficulties are faced by this proportionately small but numerically sig- 
nificant group. The heavy mortality of small concerns during their first few 
months is a matter of general knowledge. Getting a proprietorship underway is 
a perilous undertaking at best, and the risks are increased when the venture is 
launched in an area of widespread economic distress. Yet such an area badly 
needs new business ventures. We lack figures on the specific number of new 
ventures started in these regions; we do, however, have reason to believe that 
the shutdown of major employment sources does induce a fair number—although 
still small proportionately—either to risk their lifesavings in some private 
business venture, or to try to launch one with virtually no funds at all. We also 
know that long employment in a large corporation does little more to fit a man 
for small proprietorship than does a long trip on an oceanliner fit him to pilot 
asmall boat. 

There is a serious lack of places to which a man or woman can go for advice 
on the management problems of the small new proprietor. The Small Business 
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Administration has done splendid work for the past several years in sponsoring 
courses in the management problems of small firms. The National Small Busi- 
ness Men’s Association has cooperated with Harvard University in sponsoring 
seminars for small-business owners and managers. The best efforts of all con- 
cerned, however, have been small in proportion to the problem, and much more is 
needed. The number of small-business proprietors now approaches the number 
of farmowners, yet the funds available to counsel and advise them are but a 
small fraction of the annual expenditures to maintain the county agent system 
which has been of such benefit for the past hundred years to American agriculture. 

In the third place, modern public policy generally includes efforts to rehabili- 
tate depressed areas; important in any such activity are efforts to induce new 
firms to locate either all or part of their operations in the trouble spot. The 
type of firm most often involved is the small-to medium-sized manufacturer. 
This is not the service-type enterprise mentioned above, but another important 
type of small concern. The problem of distressed economic areas is not new, but 
the present approach is. Many once prosperous towns are now lost and forgotten, 
and can be found today only from old maps or when a hunter encounters aban- 
doned cellar holes in the woods. These include coal towns abandoned when 
mines ran out 50 years ago, a number of towns abandoned when the local iron 
industry of the seaboard States faded out, and myriad other towns abandoned 
when the source of revenue dried up. The ghost towns of the Far West are 
merely well-publicized versions of a common phenomenon. Two or three genera- 
tions ago when an income source ended the population moved because it had no 
alternative. Now we have unemployment compensation and welfare payments 
to cushion the shock and give people time to think. In many ways modern labor 
is quite mobile. Yet in this matter, our population seems to be less mobile than 
when its mobility was dictated by economic necessity. The efforts of State and 
local industrial redevelopment commissions have not been crowned with over- 
whelming success. Had they been more successful the conditions which led to 
these hearings would have been different. Medium-sized firms (and as above 
mentioned, these are the most numerous candidates for relocation in trouble 
spots) have had a series of special problems in the last two decades, a few of 
which are germane here because they assume acute form when a firm contem- 
plates a move into a distressed area. 

Firms in the 50- to 200-man-size class are vocal about their tax problems. Some 
States have arrangements to ease the local tax burdens of concerns migrating 
to distress areas; apparently this inducement is not enough for the resultant 
movement has not assumed large proportions. The Federal tax problems of 
these firms are much more serious and have been the subject of so much testimony 
in the recent past that no extended rehash is needed here. On the other hand 
the Federal Government could perhaps encourage small firms to move into such 
areas by extending some forms of relief. Small firms have often requested a 
more realistic approach to the problem of depreciation writeoff. The need is 
especially significant in firms taking the extra risk of location in a distressed 
area. Some further concessions in the matter of income taxation of small cor- 
porations making such a move might also be a potent inducement. Furthermore, 
the Small Business Administration could make funds available on specially 
favorable terms to small firms relocating in areas where they are badly needed. 
This latter point has been subject to some governmental study in the recent 
past. 

Further differential consideration in the matter of defense contracts would 
provide additional inducements. More consideration is needed. Clearly some 
protective device is needed to avoid moving badly needed firms from one distress 
area to another. 

Some of the Western European countries apparently have taken a much more 
positive approach to the distressed area problem than we have. One of my 
university colleagues, Dr. T. G. Alexander, has been in Europe for the past month 
studying this and his report will be available shortly. It is my present under- 
standing that in at least one country the Central Government pays the cost 
of relocation, provides significant sources of special credit, and also important 
tax concessions in order to induce relocation of industries to areas where they 
are considered to be badly needed. Possibly this committee could arrange for 
a much more comprehensive study of the techniques used, their cost, and their 
effectiveness. Such g study would contribute both to the field of small business 
and the problem of distressed areas. 

These observations may be quickly summarized : 

1. Small business is closely associated with any serious unemployment problem. 
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2. Any material reduction in area payrolls causes distress among small-service 
firms over and above the distress measured in unemployment figures. ‘ 

3. The problem of heavy mortality of new small enterprises, always a serious 
one, is made worse in areas of substantial unemployment. 

4, The problem of inducing firms of medium size to relocate in distressed areas 
might be more effectively approached through Federal incentives to firms moving 
into such areas. These might include tax concessions, differential treatment on 
defense contracts, and special credit assistance. 

5. We need to know much more about the techniques used to relocate medium- 
sized industries in certain Western European countries. 

Chairman McCarrny. The final witness this afternoon is Mr. Win- 
field Homer, staff economist, Railway Labor Executives’ Association. 

Mr. Homer ? 

Mr. Homer. Shall I proceed ? 


Chairman McCarruy. Yes, you may proceed. 


STATEMENT OF WINFIELD M. HOMER, ECONOMIC ADVISER, 
RAILWAY LABOR EXECUTIVES’ ASSOCIATION 


Mr. Homer. My name is Winfield M. Homer, and I am associated 
with O. David Zimring and Mr. E. O. Oliver in the Labor Bureau of 
the Middle West, and I am appearing here as economic adviser of 
the Railway Labor Executives’ Association. 

As you see, I have a rather extensive statement. It certainly is not 
feasible to try to read it all here this afternoon, and I take it that it can 
be copied into the record ? 

Chairman McCarruy. Yes, that is right. Without objection it will 
be done. 

Mr. Homer. I will simply make a few summary comments, if that 
will be satisfactory with the committee. 

Chairman McCarruy. That will be fine. 

Mr. Homer. I think I would like to make sure that at this point 
the organizations that are listed, the chief executives of which are 
members of the Railway Labor Executives’ Association, be copied 
into the record, too. 

Chairman McCartuy. Without objection. 


UNEMPLOYMENT SERIOUS PROBLEM IN RAILWAY INDUSTRY 


Mr. Homer. Unemployment is now and has for quite a number of 
years been a very serious problem in the railway industry. 

The problem might be separated into three major components. 
First of all, we have had an overall loss in jobs that has been very 
substantial. Second, we have in the industry certain occupational 
areas; and third, because of the peculiar character of the railway 
industry, there are many towns and communities in the country where 
the railroad industry itself is the dominant—sometimes the only sub- 
stantial—employer. 

In such cases the classification of the labor market area as a hard- 
ship—as a substantial labor surplus area—has been a result wholly 
of railroad force reductions. 

We have lost an awful lot of jobs in our industry. In 1920 we had 
something over 2 million. Even in the year 1929 we had as many 
as 1.6 million. 
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In World War II, we had 1.4 million and in January of this year, 
1959, the railroad employment had dropped to 810,000. That is the 
lowest level of employment in the railroad industry in the century. 


DECLINING EMPLOYMENT WITH RISING PRODUCTIVITY 


This decline in employment has not been caused by declining rail- 
road traffic. On the contrary, railroad traffic today is higher than 
it was 30 or 40 years ago. Even in the year 1958, hicks was a reces- 
sion year, traffic was 19 percent above what it was in 1920, and 17 
percent above what it was in 1929. 

However, employment was 58 percent below 1920, and 49 percent 
below 1929. 

The drop has been particularly heavy since the year 1950. During 
all of the 1950’s, railroad employment has been cut very sharply. 

In 1957 we had just about the same volume of traffic that we had 
in 1950, and we had 546,000 fewer workers in the industry. 

Technological unemployment is the primary cause of much of our 
unemployment. It has created, as I have said, a number of what we 
might call occupational distress areas and districts. 

We have in the railroad industry naturally, because of its charac- 
teristics, types of employment for which there is no counterpart in 
other industries. 

I speak, for example, of the track and roadway work, which is a 
very highly specialized calling. It requires skills and long training 
and experience. 

In 1950 the railroads had 25,800 foremen supervisors on trackwork. 
In 1958 this number had dropped to 16,800, or 9,000 jobs, just about 
a, third—more than a third of the total number of jobs which existed 
in 1950. That is what we call an occupational pocket of serious 
unemployment. 

Since the work these men do is not available anyplace in outside 
industry, that is the description we give it, and they have to start 
right at the bottom again to get any type of a job. 

e have in other departments of the railroads similar situations: 
The maintenance of equipment department; some of the other offices 
which have highly skilled specialists were replaced by Univacs and 
IBM electronic computers; many of the other occupations, telegra- 
phers, train dispatchers, and the like, occupations for which there is 
nothing; there is noplace these men can go, to anything comparable 
to their level of skill. 


RAILROADS DOMINANT EMPLOYER IN MANY COMMUNITIES 


In the railroad industry, as I stated above, there are many towns 
and areas where railroad employees are the—practically the whole 
industry in the town; or if not the whole industry certainly the most 
important employer. 

he most publicized such town that I know of is Altoona, Pa. | 
have included in this report some summary comments made by the 
Bureau of Employment Security of the Department of Labor of 4 
study published in July 1959 on our chronic labor surplus areas. 
which explains the persistent decline through the years in Altoona 
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as being due almost entirely to the decline in railroad employment, 
primarily shop craft employment. Li 

Most railroad shops are located away from the largest communities, 
usually in towns considerably smaller than Altoona. , 

When they make heavy reductions in shop employment, it creates 
severe unemployment problems for the whole community. 

Among the communities where the decline in railroad work has 
produced or aggravated substantial unemployment problems, and. 
frequently chronic problems, are Cumberland, Md.; Roanoke, Va.; 
Parsons, Kans.; Centralia, Ill.; Corbin and Ashland, Ky.; DuBois, 
Meadville, and Connellsville, Pa.; Terre Haute, Ind.; and Bluefield, 
W. Va. All of these are communities which are currently classified as 
having substantial labor surpluses. Certainly the railroad employ- 
ment situation has contributed very substantially to their being in 
that classification. 

I have included in the statement some summary figures on the cur- 
rent unemployed in the railroad industry. 

These substantially understate the total numbers since they are 
based on unemployment insurance statistics which drop out after 
they cease to be paid unemployment benefits. 

Nevertheless they show some 300,000 employees who were —— 
unemployment insurance benefits in our latest year—the year ende 
June 30, 1959. 

Now, that was roughly about a fifth of the total individuals who are 
attached to the industry at all and eligible for payments, and about 
a third of the average number of employees in the industry during the 
year. 

Railway workers in all groups were affected—all age groups—and 
among the some 300,000, over 140,000 were over 40 years of age; some 
75,000 were over 50 years of age. 

I think it is not necessary to say that the personal problems of such 
older individuals are critical in their being dropped from railroad 
employment, and it affects their only real chance that they will be 
called back into service. 


MANAGEMENT POLICIES CAUSING UNEMPLOYMENT 


I have included some summary comments on certain management 
policies that have contributed very substantially to the tremendous 
number of railroad layoffs. 

It summarizes, I think, very briefly, in saying that a great deal 

oO 


of maintenance work that the railroads should work they have 
to do eventually but which they have put aside for one reason or 
another, cut down substantially on maintenance forces, and work they 
have contracted out. That is particularly severe in the locomotive- 
repair department of the major shops. They have contratced out to 
such companies as General Motors some of their overhauling work, 
which has destroyed many railroad jobs. They simply cut down com- 
pletely the shops that formerly did such maintenance. 

The steel strike and other influences of that character, seasonal 
changes, small drops in traffic, cut lots of employees out of railroad 
service, usually just temporarily, but even some never get back into 
the industry because of such changes. 
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The current steel strike has caused some 60,000 railroad workers to 
be laid off, laid off not because there was any real need for it from 
the standpoint of the railroads’ own efficiency, from the standpoint of 
any shortage of steel needed. j 

As a matter of fact, comments of the most intelligent engineering 
experts in the industry radically opposed such cuts in employment 
in the maintenance departments when there is a drop in traflic or 
conditions such as we have had in the steel strike. 

I might say that I got from the Railroad Retirement Board just a 
few summary figures of some of the cuts that have been made, some 
of them being actually shocking. 

In one railroad, the Elgin, Joliet & Eastern, it cut some 65 per- 
cent of its employees off the payroll since the steel strike. Their 
employment dropped from about 5,300 jobs down to about 1,800, 65 
percent from the job, just because of the steel strike. 

A lot of other railroads have cut down 12, 14, 15 percent of their 
jobs for no other reason than to conserve revenues or, in effect, to 
recoup the lost revenues resulting from the strike through the wages 
withheld from employees. 

I think, Mr. Chairman, that is all I have tried to say about this 
statement, and I trust it will all be copied in the record, and I have 
tried to summarize this as briefly as I could. I appreciate very much, 
sir, the opportunity of appearing here. 

Chairman McCarrny. I appreciate your testimony today, and we 
do hope you will be available for consultation with us later on as we 
proceed with these hearings and attempt to develop a report and a 
record regarding unemployment. 

Mr. Homer. Yes; I will, sir. 

Chairman McCarruy. Your testimony, as I have heard it today, 
indicates that you believe a t deal can be done within the industry 
itself to meet the problems of unemployment. 

Mr. Homer. I certainly do. 

Chairman McCarruy. And you might also make suggestions which 
would bear upon railroad unemployment caused by outside economic 
factors, in which it would not be solely on the industry or the rail- 
road unions. 

Mr. Homer. Of course, employment and railroad traffic will fluctu- 
ate in direct response to the general economic situation. 

Chairman MoCarrny. I thank you for your testimony. 

Mr. Homer. All right, sir. 

Chairman McCartuy. We will call upon you again. 

Mr. Homer. I take it, Mr. Chairman, you will notify me or the 
Railway Labor people—— 

Chairman McCarrny. Yes; that is right. 

Mr. Homer. When you would like to have me appear again, if at all. 

Chairman McCarrny. That is right. 

Mr. Homer. Thank you, sir. 

(The prepared statement of Mr. Homer follows:) 


PREPARED STATEMENT OF WINFIELD M. Homer, RAILWAY LABOR EXECUTIVES’ 
ASSOCIATION 


My name is Winfield M. Homer. I am associated with Mr. O. David Zimring 
and Mr. E. L. Oliver in the Labor Bureau of Middle West. I am appearing here 
as economic adviser of the Railway Labor Executives’ Association. The Rail- 
way Labor Executives’ Association is an organization of the chief executives 
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of national and international railway labor unions which represent virtually 
all employees in the railroad industry. The chief executives of the following rail 
unions are affiliated with the association: 

American Railway Supervisors’ Association. 

American Train Dispatchers’ Association. 

Brotherhood of Locomotive Engineers. 

Brotherhod of Locomotive Firemen and Mnginemen. 

Brotherhood of Maintenance of Way Employees. 

Brotherhood of Railroad Signalmen. 

Brotherhood of Railroad Trainmen. 

Brotherhood of Railway Carmen of America. 

Brotherhood of Railway and Steamship Clerks, Freight Handlers, Express 

and Station Employees. 

Brotherhood of Sleeping Car Porters. : 

Hotel and Restaurant Employees and Bartenders International Union. 

International Association of Machinists. 

International Brotherhood of Boilermakers, Iron Ship Builders, Blacksmiths, 

Forgers, and Helpers. 

International Brotherhood of Electrical Workers. 

International Brotherhood of Firemen and Oilers. 

International Organization Masters, Mates, and Pilots of America. 

National Marine Engineers’ Beneficial Association. 

Order of Railway Conductors and Brakemen. 

Railroad Yardmasters of America. 

Railway Employees’ Department, AFL-CIO. 

Sheet Metal Workers’ International Association. 

Switchmen’s Union of North America. 

The Order of Railroad Telegraphers. 

Unemployment is now and has been for several years a critical problem for 
railroad workers. Since the railroads are a national industry, railroad force 
reductions and layoffs may be considered a national problem; the railroad in- 
dustry, itself, is a special “pocket of serious unemployment.” Also, in many 
communities railroad facilities are a major and sometimes the dominant eco- 
nomic activity, and the impact of railroad dismissals and layoffs in such com- 
munities has been almost catastrophic; many towns have become critical unem- 
ployment areas primarily, if not entirely, as a result of railroad force reduc- 
tions. I believe, therefore, that it is appropriate and important that your com- 
mittee be furnished with all relevant facts on the extent, the effects, and the 
causes of railroad unemployment. 


DECLINE IN TOTAL RAILWAY EMPLOYMENT 


Total employment on American railways has dropped very sharply in the 
postwar years. Hven during the Second World War, railway employment never 
reached the levels of the First World War, nor of the predepression years. ‘The 
railways employed, on the average, over 2 million workers in 1920; employment 
had fallen to 1,660,000 in 1929. At the bottom of the depression, in 1933, there 
were fewer than a million employees in the industry. Employment increased 
during the war to its high point of just over 1,400,000 in 1945. Since then, with 
two exceptions, each year has seen a decline; employment in 1956 averaged just 
over 1 million; in 1957 it dropped to 985,000; in the recession year of 1958, it 
dropped further to 840,000; in January 1959 it fell to the lowest levels of this 
century, 810,783. Our latest figures—for August 1959—showed 820,000 rail- 
road workers employed. 

These are average figures, based on the number of employees at the middle 
of each month, and understate considerably the total number of individual 
workers employed in the industry in any one year. Only these midmonth averages 
are available, back to 1920. For the postwar years, figures compiled by the 
Railroad Retirement Board give a much more nearly complete record of individ- 
uals down to 1958. Im the year 1945, there were over 3 million employees in 
service on the railways, for a longer or shorter period. In 1958, the railways 
employed just under 1,300,000 individual workers. 


RAILWAY TRAFFIC AND EMPLOYMENT 


The longrun decline in railway employment has not been caused by declining 
railway traffic. On the contrary, total railway traffic in 1957 was 33 percent 
47557—59—pt. 1—_—_10 
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above 1920—while employment was 51 percent below 1920. ‘Traffic in 1957 was 
31 percent above 1929, but employment was down by 41 percent. Even in the 
recession year, 1958, traffic was 19 percent above 1920, and 17 percent above 1929. 
Employment, however, had fallen 58 percent below 1920 and 49 percent below 
1929. 

The drop in employment has been especially sharp during this decade—the 
1950’s. Traffic in 1957 was very close to the level of 1950, just about 3 percent 
higher. But the midmenth employment average in 1950 was 1,220,000 while in 
1957 it was 985,000. The total employment in 1950 was 2,034,000 compared with 
only 1,488,000 in 1957. 

With the same volume of traffic, the railways employed 546,000—27 percent— 
fewer workers in 1957 than they did in 1950. 


TECHNOLOGY AND UNEMPLOYMENT 


The acute drop in railway employment since 1950 is due primarily to tech- 
nological factors, and may properly be called technological unemployment. It 
is distinct from the seasonal and irregular fluctuations in employment due to 
changes in the volume of business; technological change reduces the number of 
employees required in any industry, for any given volume of production. The em- 
ployee who is furloughed because of seasonal fluctuations can expect to be re- 
turned to his job after a brief period of unemployment; the employee displaced 
by technological change can be returned only if the total volume of business 
increases substantially, or if the resignation, retirement, or death of other em- 
ployees creates enough vacancies to counterbalance the technological force 
reduction. 

One other important feature of technological displacement, especially in the 
railroad industry, is that it often results from drastic changes at particular 
points or in particular processes, ratber than being of an even and general effect 
such as comes from seasonal change. Technological change may displace almost 
all of the workers in one occupation, or at one point, while only slightly affect- 
ing those in other occupations. In seasonal changes in the railway industry, 
the seniority rules and practices result in concentrating unemployment on the 
newer employees; but the drastic reductions brought about by technological 
change reach high up into the service and age levels of the particular groups 
most drastically affected. 

Technological change of this kind is particularly serious in the railway 
industry. A very large proportion of railway workers have developed skills 
that are almost valueless in any other industry; displacement from the railways 
may require a highly skilled worker to start at the bottom in some other oc- 
cupation. Add to this the fact that a large proportion of these railwaymen are 
employed at railway points where virtually no other industry exists, and the 
problem becomes doubly acute. Skilled railway workers of long service and no 
longer young may be forced to leave towns where they have bought homes and 
sunk deep roots, to seek employment at minimum wages in new locations. 


“OCCUPATIONAL DISTRESS AREAS” 


Thus, in the railroad industry there have developed occupational “areas of 
distress” as well as communities which have become permanent problem towns 
because of railroad force reductions. 

Maintenance-of-way workers are among the groups most heavily affected by 
changing technology. Track and roadway work is a highly specialized calling, 
requiring many skills, long training, and experience, that are of little use in 
qualifying for work in other industries. In 1950, the railroads employed 25,800 
foremen to supervise their trackwork gangs. These men had supervision over 
many workers and direct responsibility for the maintenance and repair of many 
miles of track and roadway. Most of them had devoted years to the accumula- 
tion of knowledge and experience essential to their jobs. By 1958, the number 
of such foremen had been reduced to 16,800. Nine thousand jobs were lost— 
more than one-third of the number of jobs in existence at the start of this decade. 

Nine thousand men were displaced from the work they had devoted their 
lives to, and for which they were specially trained and qualified. ‘This is what 
we might call an occupational “pocket of serious unemployment.” There are 
many others who have been cast aside as a result of developments in the rail- 
road industry. Other classes in the maintenance-of-way department have been 
sharply reduced in the same period including both skilled and semiskilled work- 
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ers and laborers. Other railway departments have also suffered serious re- 
ductions in jobs, and thousands of workers have been displaced. The main- 
tenance-vf-equipment department had an average employment in 1950 of nearly 
350,000 men. In 1958, it had fewer than 200,000. Occupations which were 
specially hard hit were blacksmiths, boilermakers, and carmen—as well as 
many of the lesser skilled groups. Many highly technical jobs in railway 
offices have been sharply reduced with the introduction of electronic computers 
and other new devices. The number of train dispatchers has been reduced by 
nearly 20 percent, and some tower and telegraph occupations have been reduced 
substantially. Operating employees—particularly in passenger and yard serv- 
ice—have been heavily reduced with cutbacks in the service provided or the 
technological improvements. Characteristically, the individuals in these classi- 
fications have spent many years acquiring knowledge and skills needed in their 
work. Very few of them find any suitable work utilizing their qualifications 
outside of the railroad industry. 


EFFECT OF RAILROAD UNEMPLOYMENT ON “RAILROAD” COMMUNITIES 


As we have stated above, railroads have been a dominant if not the only 
substantial employers in many towns, and the drop in railway jobs has by itself 
created some critical employment areas. Among those most widely publicized 
is Altoona, Pa. Altoona is larger than most communities in which railroading 
is the primary economic activity, but in other respects it is typical, and its ex- 
perience illustrates the manner in which railroad force reductions create chronic 
labor area problems. The Altoona problem was summarized in a report of the 
Bureau of Employment Security of the Department of Labor on “Chronic Labor 
Surplus Areas” published in July 1959: 

“Nature of unemployment problem.—Persistent unemployment in the Altoona 
area is due primarily to the long-term downtrend in the dominant railroad 
industry. In May 1950, approximately 15,900 workers—or more than 40 per- 
cent of the area’s total—were employed in transportation-utilities; job totals in 
this industry have dropped by approximately 4,700 between May 1950 and 
March 1959. Most of the decline has been in the railroad sector, and reflected, 
to some extent, the shift from steam to diesel-operated railroad locomotives. 
Area job totals began decreasing sharply around mid-1951, after reaching rela- 
tively high levels during the early stages of the Korean conflict; Altoona has 
been classified continuously in the substantial labor-surplus category since 
July 1951. During most of this period local unemployment rates have been 
more than double the national average. Some 6,400 workers, representing 
11.9 percent of the area’s civilian labor force, were unemployed in March 1959; 
the national rate during that month (not seasonally adjusted) was 6.4 percent. 
About two-thirds of the local unemployed group were males, many of whom 
were rated as skilled or semiskilled workers. Approximately 40 percent of all 
unemployed workers in Altoona in March 1959 were classified in these two 
categories. 

“Recent labor market developments.—Employment in the Altoona area de- 
creased more sharply than the national average during the recession period 
(March 1957-March 1958), largely as a result of further cutbacks in railroad 
ear building and repair. The year-to-year decline in local nonfarm employ- 
ment totals—8.0 percent—was more than double the national average decrease 
of 3.7 percent for the same period. About two-thirds of the local labor force 
drop—a portion about in line with the national average—was recouped by 
March 1959. Railroad shops led the rise in the past year, as increased trafiic, 
resulting form the overall business recovery, stimulated demand for additional 
railroad cars and car repair services. However, overall employment in trans- 
portation-utilities in March 1959 was still more than 13 percent below the 
March 1957 level.” 

Most railroad shops are located away from the largest communities, usually 
in towns considerably smaller than Altoona. The heavy reductions which have 
been made in railroad shop employment have created severe unemployment 
problems. Among the communities where the decline in railroad work has pro- 
duced or aggrevated substantial (and frequently chronic) unemployment prob- 
lems are Cumberland, Md.; Roanoke, Va.; Parsons, Kans.; Centralia, Ill.; Cor- 
bin and Ashland, Ky.; DuBois, Meadville, and Connellsville, Pa.; Terre Haute, 
Ind.; and Bluefield, W. Va. All of these communities are currently classified as 
areas with substantial labor surpluses. Some of these certainly will be helped 
if the railroad unemployment situation improves. 
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CURRENT RAILROAD UNEMPLOYMENT 


I have emphasized above the influence of technological changes in reducing 
the number of railroad jobs and the ensuing effects on certain occupational 
groups and on particular communities. Records of the actual number of in- 
dividuals who have been displaced and are unemployed are incomplete, since 
they are based on reports of the number of employment insurance recipients. 
Those unemployed who ultimately drop out when their unemployment benefits 
have been exhausted are not included after the year in which they last received 
such payments. Yet, even these incomplete data demonstrate the seriousness 
of the problem. 

Approximately 300,000 individuals claimed unemployment insurance benefits 
under the Railroad Unemployment Insurance Act during the 12-month period 
ending June 30, 1959. This was more than one-fifth of the individuals who were 
eligible for such payments in that year and almost one-third of the average 
number of employees in the industry throughout that year. Although the num- 
ber unemployed in the 1958-59 fiscal year was slightly below the number re- 
ported for the preceding year ended June 30, 1958 (312,000), the 1959 total 
unemployed represented a larger proportion of those eligible for such payments 
and a larger proportion of the average number of workers employed in the in- 
dustry. The 1959 experience in this respect was also more severe than in the 
1954 recession and was only slightly less severe than in the 1949-50 recession 
when nearly half a million railway workers were unemployed. 

Railway workers in all age groups were affected. As mentioned above, short- 
term cyclical and seasonal layoffs naturally affect the younger workers with 
least seniority first. In the initial stages of the 1958 recession period (reflected 
in the unemployment statistics for the year ending June 30, 1958) 60 percent of 
those laid off were under 40 years of age. However, over 140,000 workers, 
almost 40 percent of the unemployed, were 40 years and over and over 75,000 
were 50 years or older. The personal problems of such older individuals and 
their families are usually critical unless they are recalled to railroad service. 


EFFECT OF MANAGEMENT POLICIES ON UNEMPLOYMENT 


Some railroad unemployment has been unavoidable with the advance of 
technology and the tremendous improvement in worker productivity which I 
have discussed earlier in this statement. However, some unemployment, includ- 
ing some resulting from both permanent and seasonal force reductions, can be 
attributed directly to policies of railroad management. A substantial propor- 
tion of the reduction in the maintenance forces has resulted from deferrals of 
maintenance work on both track and equipment and the contracting out of work, 
particularly in the motive-power repair departments. 

Railroad presidents testifying before the Surface Transportation Subcommit- 
tee of the Senate Committee on Interstate and Foreign Commerce in January 
1958 admitted that a considerable amount of maintenance work which needed 
to be done was being deferred. President James M. Symes of the Pennsylvania 
Railroad testified that the deferred maintenance of way and structures on his 
system totaled $132.9 million at that time. He said that this figure was esti- 
mated by the company’s own engineers. The Pennsylvania is the largest carrier 
in the Nation and its actions have affected thousands of workers. Other carriers 
have also deferred a great deal of maintenance and have contributed heavily 
to railroad unemployment problems, particularly for track and roadway 
workers. 

Much of the decline in shop employment has resulted from policies which have 
been foolish from a viewpoint of the carriers’ own interests and quite dangerous 
to the national welfare. These circumstances were described by Mr. Michael 
Fox, president of the Railway Employees’ Department of the AFL-CIO, in 
testimony on August 5, 1959, before the Subcommittee for Surface Transporta- 
tion of the House of Representatives Armed Services Committee. Mr. Fox 
stated that: 

“It should * * * be observed that the railroads are not training sufficient 
additional skilled men to take care of future needs. For a number of years after 
the last war, the railroads had about 10,000 apprentices in training. In 1958 
there were only 5,242 apprentices on the class I railroads. 

“Much of the reduction in forces has resulted from an imprudent policy of 
undermaintenance, representing a flagrant waste of skilled manpower and 
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facilities, which has resulted in the worst bad order situation since the be- 
ginning of World War II. 
* * oo * * a * 


“The number of freight cars in bad order is the highest since 1940. In that 
year about 9 percent of the freight cars were unserviceable. This was reduced to 
a range of 2 to 3 percent during the war period. From 1946 to 1957 it fluctuated 
from a low of 3.9 percent in 1947 to a high of 7.7 percent in 1950, but in most 
of these years it ranged from 4 to 5 percent. In March 1959, however, it reached 
a postwar high of 9.2 percent.” 

Mr, Fox’s criticism was supported by a statement to the same subcommittee 
of the House Armed Services Committee by Mr. Kenneth H. Tuggle, Chairman 
of the Interstate Commerce Commission : 

“Although there has been an upturn in improving freight fleets and the num- 
ber of serviceable cars by augmented repair programs, based on improvements 
in traffic and increases in revenue, the on-again off-again policy of providing 
good maintenance and maintaining adequate car fleets is contrary to any com- 
monsense approach to maintaining railroads in condition to carry the load in 
time of national defense emergency.” 

Mr. Fox commented also on the effect on shopworkers’ employment of the 
widespread carrier policy of contracting out repair work : 

“Some railroads have all but abandoned their shop facilities while others 
have greatly reduced the amount of work performed in their own shops and 
have disposed of their idle machinery and equipment. These carriers are con- 
tracting some or all of their work to outside companies or are failing to perform 
what constitutes adequate maintenance. 

* * = + * * s 


“Meanwhile, by way of contrast, some railroads have utilized their shop 
facilities for the building of new cars over the years. In 1957, for example, they 
built 42,892 freight cars in their own shops, constituting 43 percent of the total 
cars delivered. 

. * * * * * * 


“The extensive use of railroad shop facilities for these purposes would prove 
more economical, in our opinion, and would contribute much toward increasing 
the depleted freight-car fleet, as well as taking up the accumulated under- 
maintenance reflected in the bad order ratios of cars and locomotives. It would 
also stop the waste of skilled manpower and, incidentally, reduce the drain on 
the railroad unemployment insurance fund which since 1942 has paid a total 
of almost $100 million to the skilled shop employees in the railroad industry.” 

The magnitude of the policy of contracting for motive-power repair work 
was evidenced in a statement made by Mr. Nelson C. Dezendorf, vice president 
and general manager of the Electromotive Division of the General Motors 
Corp., in a featured article that appeared in the Chicago Sun-Times, December 
28, 1958. Mr. Dezendorf said: 

“The early model diesels are about 12 to 15 years old now and will start 
needing overhaul jobs. We expect to overhaul an average of 1,000 units a year 
from now on.” 

Locomotive repair and overhaul work is railroad work that in the past was 
done in railroad shops by railroad workers. Restoration of such work to the 
railroads would help correct some elements of the railroad unemployment 
problem very substantially. 

This whole question was thought to be of concern to the House Armed Services 
Committee because of its obvious relation to national defense preparedness. If 
we ever have another war, General Motors is going to be building rockets and 
bombs and other munitions, not rebuilding railroad locomotives. Most railroad- 
shop workers are highly skilled men who require a 4-year apprenticeship and 
years of experience on the job to reach top efficiency. The great reservoirs of 
such highly skilled workers who once were available for such work are being 
gradually dissipated by existing management policies; furthermore, apprentice- 
ship programs to train future mechanics are being drastically cut back. Thus, 
in addition to creating serious unemployment problems for thousands of railroad 
workers, some carriers are endangering their own future efficiency and are 
possibly jeopardizing the Nation’s welfare. 

One indefensible carrier policy has been a source of most of the seasonal and 
short-term unemployment that has plagued workers in the maintenance de- 
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partments. Railway Age, the principal trade journal of the railroad industry, 
discussed these policies in an editorial on September 21, 1959 (p. 114): 

“Good performance requires adherence to good plans. This holds true for 
yearly maintenance programs just as it does for a shop facility or a new loco- 
motive or a new piece of rolling stock. No mechanical department officer would 
long hold his job if he did not put a lot of intelligent thought into the layout, 
equipping, and building of, say, a new diesel shop. But this same officer is 
asked all too frequently to alter his maintenance plans every time traffic reces- 
sions hit the rails, no matter how temporary they may be. 

“It should be recognized that the purpose of a maintenance program is to 
maintain equipment economically. This goal should not be subordinated to the 
secondary objective of giving the appearance of stable earnings. 

“This side of the picture is represented by the comments which a chief 
mechanical officer made late last June when asked about his problems. He 
replied: ‘My biggest headache is the possibility of a steel strike.’ Why? Be- 
cause he had in his pocket a list of the maintenance operations and repair 
programs that would either be curtailed or stopped the minute a steel strike 
became effective. It was a sizable list. 

“In the same month a top mechanical officer of another road, while discussing 
his road’s car-building program, was asked what effect the impending steel strike 
would have on the completion of the program. The answer was: ‘There will 
be no change in our plans. We have the materials and we have budgeted for 
the program.’ It is the existence of this attitude on the part of a few roads 
that gives cause for optimism. And this side of the picture is made all the 
brighter because both roads were making comparable earnings. The steel strike 
would have substantially the same effect on the incomes of both. 

“Perhaps no better appraisal of the problem has been made than the one 
presented 6 years ago at Atlantic City when the last track exhibit of locomotive 
and car equipment was held. In the address before the AAR Mechnical and 
Purchases and Stores Divisions, William White, now D. & H., then N.Y.C. pres- 
ident, said, ‘There is great opportunity to increase efficiency by better budgeting 
and programing of maintenance work. Some railroads are still trying to cut 
the cloth of their maintenance expenditures on a month-to-month basis, changing 
their programs many times a year to match fluctuations in revenue or estimated 
revenue.’ ”’ 

I'm sure the members of this committee are aware that many railroads have 
laid off thousands of maintenance workers because of the steel strike. The 
Railroad Retirement Board estimated on October 2, last week, that about 60,000 
railroad workers have been furloughed thus far since the strike started. As this 
comment of Railway Age shows, such layoffs are not in the interest of railroad 
efficiency. In general, most of such layoffs are not a result of steel shortages; 
rather, they result from top management decisions to reduce maintenance work 
when revenues decline, even temporarily. Programs of needed maintenance 
work are simply discarded and a substantial part of the decline in revenues is 
recouped by the railroads out of the wages thus withheld from the unemployed 
workers. 

Thus, some unemployment in the railroad industry—both chronic and tem- 
porary—is caused directly by foolish and unfair management policies and deci- 
sions. Certainly such decisions are making the unemployment problems of the 
railroad industry more severe than they need to be. 


CONCLUSION 


Appended to this statement is a group of tables providing summary details 
on railroad employment and unemployment trends in recent years. These data 
are taken from reports of the Interstate Commerce Commission and the Rail- 
road Retirement Board; they include and supplement the facts that have been 
discussed in my statement. 

Railroad unemployment has been a critical problem for a number of years, 
particularly during the last decade; it has produced in itself some of the Na- 
tion’s chronic unemployment areas; it has stranded large groups of workers 
with special railroad skills, some of whom are frequently advanced in years, 
with no means of livelihood or with no available work of comparable skill and 
pay. Hundreds of thousands of individuals have drawn heavily on unemploy- 
ment insurance reserves; many have exhausted all payments available to them 
under the unemployment insurance program. Although some unemployment has 
resulted from unavoidable causes, particularly from the workers’ own increased 
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efficiency and productivity, some force reductions could have been avoided had 
management not undertaken programs and courses of action which were unfair 


and uneconomic. 
tance to the Nation. 


The railroad situation is one which is clearly of great impor- 
We shall be happy to furnish any additional information 


which may be of use or interest to this committee in its further investigations. 


TaBLE 5.—Employment, traffic, and employees per million trafic units, class I 
line-haul railways, 1920-58 


Employees 
(middle-of-month 
count) 


Number Index, 


1920= 100 


2, 022, 832 
1, 659, 513 
1, 857, 674 


971, 196 
1, 065, 624 

987, 675 
1, 419, 505 
1, 359, 263 
1, 351, 863 
1, 326, 597 
1, 192, 019 
1, 220, 401 
1, 275, 744 
1, 226, 421 
1, 205, 966 
1, 064, 337 
1, 057, 866 
1, 043, 447 

984, 974 

840, 575 
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Revenue traffic 
units 


Employees per 
million tratlic 
units 


Amount Number | Index, 


Index, 
1 1920= 100 


20= 


Thousands 

504, 003, 546 
381, 465, 376 
488, 640, 418 
509, 469, 831 
281, 904, 200 
384, 087, 844 
378, 741, 080 
864, 435, 209 
721, 329, 378 
746, 569, 456 
720, 274, 822 
596, 689, 362 
652, 097, 758 
715, 847, 531 
682, 773, 648 
669, 128, 705 
607, 830, 816 
680, 666, 354 
703, 446, 897 
669, 962, 503 
598, 085, 926 
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Source: Interstate Commerce Commission: 1920-53, ‘‘Statistics of Railways in the United States”; 
1954-57, ‘‘ Transport Statistics in the United States’’; 1958, Statements M-220 and M-300. 


TaBLE 6.—Selected railroad unemployment 
1945-58 


Benefit year Beneficiaries 


162, 800 
203, 600 
199, 300 
277, 600 
470, 400 
150, 700 
167, 800 
214, 500 


308, 000 


insurance statistics, by years, 


Accounts exhausted 
Average 
days of un- 
employment ! 


Number Percent of 


beneficiaries 


15, 388 
47, 639 
22; 469 
20, 331 
83, 131 
16, 733 
10, 700 
15, 354 
34, 340 
76, 531 
21, 859 
28, 049 
67, 298 
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1 Average days of unemployment include all creditable days, whether waiting period or compensable, 
but -” lst 7 days for each beneficiary are excluded in computing the average per week of total unemploy- 
ment. 


Source: Railroad Retirement Board annual reports. 
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TaBLe 7.—Railroad employees, by employment status, 1937-57 
[In thousands] 
Employees | Employees | Employees 


in service | separated | in active New en- Reen- 
during uring service at trants trants 
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1 Not available. 


Norte.—Employees separated sagrenent employees Cotas those who die or retire) who work in a year 
but not in the following year; employees in active service at end of year are those who work in a year and in 
the year following; new entrants are employees with no previous railroad service; and reentrants are those 
who returned to railroad service after an absence of at least 1 calendar year. The number in active service 
at end of any year is the difference between the number in service during the year and the number separated 
during the year. This difference, added to the number of new entrants and reentrants in the following 
year, gives the number in service in that year. Data based on 4-percent sample. 


Source: Office of Director of Research, U.S. Railroad Retirement Board, Mar. 1, 1957, and Mar. 24, 1959. 


Taste 8.—Beneficiaries under the Railroad Unemployment Insurance Act, 
1945-58 


Total Bene- | Percent of Total Bene- |Percent of 
Benefit year qualified | ficiaries | qualified Benefit year qualified | ficiaries | qualified 
employees employees 


Source: Railroad Retirement Board annual reports. 
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TABLE 9.—Age distribution of railroad unemployment insurance beneficiaries, 
fiscal year 1957-58 


Number of | Percentage | Cumulative 
Age on birthday in 1957 beneficiaries | distribution reentage 
istribution 


BEB. |B 
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70 and over. 
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Source: Railroad Retirement Board annual report. 


Chairman McCarruy. The committee will meet at 10 o’clock to- 
morrow morning. 

(Whereupon, at 5:10 p.m., the committee recessed, to reconvene 
at 10 a.m., Tuesday, October 6, 1959.) 








UNEMPLOYMENT PROBLEMS 


TUESDAY, OCTOBER 6, 1959 
U.S. SENATE, 


Srectan ComMirret ON UNEMPLOYMENT PROBLEMS, 
Washington, D.C. 

The special committee met, pursuant to recess, at 10:15 a.m., in 
room 318, Old Senate Office Building, Washington, D.C., Senator 
Eugene J. McCarthy, chairman, presiding. 

Present : Senators McCarthy (presiding), McNamara, Hartke, Ran- 
dolph, and Prouty. 

Also present: Lawrence C. Merthan, staff director; Samuel V. 
Merrick, counsel; Sar Levitan, research director; Frank V. Cantwell, 
assistant research director; Harold Brown, assistant to administrative 
director; Peter M. Gentilini, assistant to staff director; Diane Divers, 
clerical assistant; Mary Frye, clerical assistant, and Patricia Harford, 
clerical assistant. 

Chairman McCarrtuy. The committee will be in order. 

The first witness scheduled for this morning is Mr. Solomon Barkin, 
director of research for the Textile Workers Union of America. 

Mr. Barkin, will you identify yourself for the record and proceed 
with your testimony. 


STATEMENT OF SOLOMON BARKIN, DIRECTOR OF RESEARCH, 
TEXTILE WORKERS UNION OF AMERICA 


Mr. Bargin. Thank you, Senator. 

My name is Solomon Barkin. I am director of research of the Tex- 
tile Workers Union of America. 

I may also note that I am secretary-treasurer of a committee called 
the Area Employment Expansion Committee, which is a citizens group 
promoting the enactment of legislation for area redevelopment. 

This group, which is headed by Mr. Prentiss Brown, has been in 
existence for several years and is dedicated to the dissemination of 
information on the problem of areas, distressed areas, both in urban 
and rural areas, and the development of Federal legislation which will 
assist in the redevelopment of those communities. 

I have prepared a statement, Senator, which I hope fits in with 
the time schedule which you have. 


INADEQUATE ECONOMIC GROWTH 


Your committee, I believe, has an urgent obligation to fulfill. It 
must help the American people see our economic problems in their 
proper perspective. 


149 
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The administration and special interests such as the banks, insur- 
ance companies, and large semimonopolistic industries have bombard- 
ed the pultio with materials emphasizing the threat of inflation. As 
a result many have lost sight of the fact that we have continued to 
suffer from unemployment in excess of 5 percent of the work force 
and our rate of growth has been only 3 percent at a time when the 
world’s greatest threat faces us. 

The administration had proceeded on its course as if it was not ob- 
ligated under the Employment Act of 1946 to seek “maximum em- 
ployment, production, and purchasing power.” 

Your committee, I believe, has the responsibility to bring these 
objectives to the fore and to help define the policies which can con- 
vert idleness into employment and wastage into production. 

The preoccupation with the depression of 1957-58 tended to focus 
public attention upon temporary expedients to get people back to 
work. The upturn in business and employment shifted the interest to 
the problems of inflation. As optimism suffused the Nation, some 
public leaders dismissed the issues of unemployment and waste as be- 
ing temporary and of passing importance. But now that we are ex- 
periencing the full nature of the recovery, we are in a position to 
understand some of the major problems with which we are still con- 
fronted. 

These were evident before, but we now have the opportunity of 
dealing with them specifically so that we can truly achieve the “maxi- 
mum employment, production, and purchasing power” outlined in the 
Employment Act oF 1946, and help all peoples realize their individual 
potentialities. 

TWO MAJOR ISSUES 


The two major issues we face are: First, the structural changes in 
our economy which are making old employments, industries, and areas 
outmoded; and, second, the inadequacies of the preparation and re- 
sources of individuals and communities to cope with the many changes 
occurring in our economy. 

This is a country which has relied in large part upon individual 
and private resources and ingenuity to meet the vicissitudes of eco- 
nomic change. We have learned over the years that there are often 
inadequate and must be supplemented by public services and aids. 

As the rate of change has risen and the complexity of our society 
has increased, the needs for such assistance to individuals and com- 
munities have become more obvious, The capacity of adjustment 
and the responsiveness of people and localities have been immeasur- 
ably improved by a organizations, services, and financial help. 

The major test of Government in this connection is its capacity for 
eliciting the maximum participation of individuals in the economy and 
in our society. Where people are unable to share in the economy for 
jobs because their skills have become obsolete, because their training 
and preparation have been outdated, because the local resources have 
to be modernized to meet the current industrial needs, it behooves the 
Government, whether Federal or local, to find means for correcting 
these conditions. Through such measures people become more self- 
reliant and able to exercise more individual initiative. 

The prerequisites for participation in our economy and society are 
the proper tools and opportunities. Where these are lacking, the 
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Government has the responsibility of creating them. The Employ- 
ment Act directs the Government to provide a favorable economic 
environment. 

DOMESTIC POINT 4 PROGRAM NEEDED 


Our country has learned this lesson in our relations with other 
countries. We have designed a point 4 program of technical and 
financial assistance, for we have learned that allies require better 
qualified humans and advanced social capital in order to progress. 
Being unable to develop these resources from their own immediate 
means, people in the foreign countries are oe helped by our Gov- 
ernment, and other governments, and the United Nations. 

The same principles appear to us to be — applicable to our 
country. Maximum employment, production, and purchasing power 
“must be advanced to accelerate economic growth and the utilization 
of our resources, and to assure our citizens the opportunity for the 
fullest individual development.” 

When we look about us to define the impediments standing in the 
way of our realizing these ends, we become aware that economic growth 
and change itself and governmental policy bring their own casualties. 
To the economic problems of depressions, we must add the ones of 
obsolescence. 

Industries, areas, and people which have been productive and high] 
creative find that as the economy changes their products and skills 
are no longer economically useful. Technical change, new processes, 
new products, imports, new methods of transportation, new sources 
of energy, new consumer tastes, new interests, new governmental 
needs, all spell disaster for some industries, areas, and people. They 
must readjust and readapt themselves to the changing tides and 
fortunes. 

As indicated we have hitherto to a large extent relied upon indi- 
vidual or private resources and efforts for people to meet these vicis- 
situdes. But we are becoming more and more acutely aware of the 
fact that more is necessary. 

Many adjustments involve rehabilitation, retraining, migration, 
research, replanning, and reconstruction. The road to the new way 
of life requires that we invest in the people, and the community, for 
them to modernize and update themselves. Training and retraining. 

We have learned that society has an obligation to assure such train- 
ing and opportunities for the young. 

I reduce this to a single sentence, but it seems to me this is the 
crucial tale of our society. We have learned that society has an 
obligation to assure such training, preparation, healthy bodies, 
healthy moral surroundings, healthy homes, healthy families, and the 
opportunities for the young in the future. 

May we not have equally important public obligations of helping 
the adult find his way through the maze of readjustment ? 

This is a complex society, and the individual is not able to find 
his way through these complexities, find the proper choice, get the 
proper training, get the proper counseling, know where to go, and 
find the means to sustain himself through this process unless the com- 
munity is ready, through government primarily, to help him and to 

«develop the degree of qualification and the degree of emotional and 
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physical stability and competence which the readjustment process 
requires. 

Personal rehabilitation has been found, we all know, in the field 
of physically handicapped, and other forms of personal rehabilitation 
have been found to be economically sound. 

Help to the physically handicapped has paid off dividends to the 
individuals and community. 

This story has been told so often, I am reducing it again in this 
short statement to a one-sentence conclusion. 

Many who have been wards of the State, and the local community, 
have been converted into self-supporting and contributing members 
of the community. 

This is the essential truth, which the field of physical rehabilitation, 
sponsored by our Federal Government, has established over these 
years, and we have promoted it, both for the civilian population and 
the servicemen. 

Do not the same principles of personal rehabilitation apply more 
widely to these other fields, where there is economic readjustment 
necessary ? 

I then proceed to argue this particular contention: 

I think that the economic theorists of our country have not ade- 
quately presented to you and to the Congress and to the people of the 
United States all the channels for economic growth. 

We have spoken, as I say in the next paragraph, the traditional 
economist has said that economic expansion has been achieved tradi- 
tionally through the addition of more capital, labor, and land. This 
is whatever was taught in the textbooks. 

But this course of action produced a relatively slow rate of growth. 
During recent years we learned that we can accelerate our growth by 
increasing our rate of productivity. 

New managerial techniques and inventions helped to raise our level 
of achievements, and this explains why the rate of productivity was 
increasing during the twenties, thirties, and forties, as over against 
the lower rate of productivity in prior years, because the second 
method of economic growth and expansion, the first one was the addi- 
tion of more labor, capital, and management, and land. The second 
is through higher productivity. This was called mechanization, this 
was called scientific management. 

During the last two decades we have a third method of economic 
expansion. 

Again I am trying to summarize a world of information in these 
several short sentences. 

SCIENTIFIC RESEARCH 


The third method of economic growth is the one we talk about most 
at the present time, namely, we have acquired a new tool for growth, 
scientific research. 

We have developed new tools, knowledge, insights into the universe, 
and somewhat in man himself. This third approach promises to assure 
us even higher growth rates in the future. 

But there is a fourth method of economic growth which has been 
neglected by the economists and neglected in public policy, and it is, 
I think, the extraordinary opportunity of your committee to light 





UNEMPLOYMENT - PROBLEMS 153 


the fact that we can grow by rehabilitating, modernizing, and recon- 
stituting the existing human and physical assets of our country. 

It is in the redevelopment and rehabilitation of our existing human 
resources and our human capital that we find our fourth approach 
to economic expansion. 

We are now trying to make productive that which has been wasted, 
and the most dramatic illustration, of course, is in the case of personal 
rehabilitation of the physically handicapped. 

No longer need we tolerate idleness or neglect, for we are learning 
the procedures for converting moribund into the virile. The great 
task which your committee can undertake is to lead in this crusade; 
to Dat all Americans to work; to obliterate the sight of unemployment 
and wastage. 

We must rehabilitate, update, and redevelop our people, our com- 
munities, our economy, that they may be fully employed. 


DISTRESSED AREAS 


This task is most poignantly defined in the distressed labor markets 
and the underdeveloped areas of our country. The number of major 
surplus labor markets in this country with more than 6 percent unem- 
ployment are reported to have dropped from 46 to 35 between July 
tod September. The number of smaller labor surplus areas have been 
cut 19, bringing the total down to 124. 

May I say this is an inadequate enumeration of the actual number 


of labor surplus markets in this country. The reason for it is obvious 
to all of us who have dealt with the State employment services and 


the statistical facilities available to them. 

They do not make a thorough estimate of unemployment in all 
of the communities of these various States. They only make them of 
the major areas of which there are 145, and only make labor market 
surplus studies at the instigation of local manufacturers seeking Gov- 
ernment contracts in the smaller ones. 

So that there are, no doubt, hundreds of communities in this coun- 
try, labor markets, where there are labor surpluses for which we have 
no current information, and for which neither the Federal nor State 
Departments of Labor make any effort to obtain a census on unem- 
ployment. 

What is significant is that the greatest number of these areas in 
which surpluses have existed have suffered in such unemployment for 
long periods of time, in some cases in excess of 2 or 3 years. Their 
problems have become chronic. 

I have not attempted to document, to fill this paper and supplement 
this paper with the abundant statistics and factual data which are 
available, but I should be very happy to provide you and the record 
with any of the data which are necessary to establish the long endurin 
nature of unemployment in many of these communities extending bac 
into the early 1950’s, 1951 and 1952, when the record was begun on 
this problem. 

Moreover, an increasing proportion of the Nation’s unemployment 
problem is found in these communities as the total volume of national 
unemployment declines. 
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Mr. Mitchell came out with a statement the other day which is ex- 
tremely relevant to this particular conclusion. He found that 93 
percent of the jobless from the recession have been regained in the 
country as a whole; but only 31 percent have been made up in the 
chronic labor surplus areas. ; : 

This dramatically, in the single statistic, summarizes the great diffi- 
culty which these communities have had in building, rebuilding 
themselves. 

Moreover, in another study which has been recently reported and 
ublished by the Department of Labor, the same data is revealed and 
ighlighted in this manner: ; 

t says that there are 70.areas which are afflicted with chronic unem- 
ployment. The rate of joblessness in these areas has been well above 
the national average in both good times and bad. The cities of 
Detroit, Providence, R.I., Charleston, W. Va., fared worse than the 
rest of the Nation, and I am quoting, during the recession, and they 
have not recovered as much as the rest of the country during the re- 
covery period. 

The major population areas on the list, mostly in the Northeast, in- 
clude Altoona, Erie, Johnstown, Scranton, Wilkes-Barre in Penn- 
sylvania; Fall River, Lawrence, Lowell, New Bedford in Massachu- 
setts; Evansville, Terre Haute, Ind.; Muskegon, Mich.; Asheville, 
N.C., and Atlantic City, N.J. But this is not a complete list. 

Shutdowns of plants, transfers of important industries to other 
areas, depreciation of natural resources, a drop in the market demand 
for certain products, as well as imports, were among the key factors 
in the persistence of high unemployment. 

As a result of these jobless, employment in 17 chronic areas in May 
1959, was almost 50 percent below the level of May 1950 even though 
employment in the Nation as a whole had risen more than 18 percent 
during the same period. 

This study, Secretary Mitchell says, is published to throw more 
light on the causes of these localized pockets of unemployment, and 
to provide additional facts upon which to plan help for the almost 
half million jobless workers in these chronic labor surplus areas. 

This highlights the fact, gentlemen, that those of us who have 
worked in this problem of local area, we know what the facts are, we 
know what the distress is. The American people know it, and Sena- 
tor Randolph’s own communities in his State know it very well, when 
their story was dramatized on the TV, and the story of the distress 
and unemployment and the misery and commiseration and repression 
which exists among the people in his distressed areas of his State, and 
also we have got this story of the major dramatic reshifting, reloca- 
tion of industry in the State of Michigan. 

These are problems which the States and the communities are not 
with their own resources able to transcend and to correct immediately. 

We know what the causes are. We don’t need much study of it, of 
the causes. What we need are efforts and programs designed to help 
those communities modernize, redesign, and find the key to growth, 
and the people of those communities have to be rehabilitated, and 
sustained, and retrained, and fitted into the new job patterns of our 
community. 
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TAXABLE INDUSTRY 


We know this; I know this extremely well. My interest in this 
problem dates from the year 1949 when the textile industry com- 
munities were being laid waste one after another by the technologi- 
cal changes in our industry, which have reduced employment from 
1,300,000 workers to 950,000 workers. 

We are producing more yardage but we have less workers in our 
industry. The same thing is true in coal; production is there; they 
have less workers. 

This is the story of technical, dynamic change which we all want 
to see continued, but we do not want to see human wastage and 
human scrap heaps, the destruction of billions of dollars of social 
and private capital in this country, as a result of these things. 

Man can be rehabilitated; communities can be rebuilt; industries 
can be found and be revived and made to grow. The problem is 
merely the will to do it, and I hope that your committee energizes 
this country of ours, makes it aware that we are losing energy and 
people and good will by neglecting all of this human and capital re- 
source in our country. 

Returning to my paper, I say this: 

Further economic recovery, even if we were to continue to enjoy 
such improvement, and all of us know the signs of decline, the signs 
of shift which are already evident in our country, by reason of the 
high interest rate, by reason of other policies adopted by this ad- 
ministration, this is likely, even further recovery 1s likely to have 
only a minor and imperceptible effect upon these communities. 

The reason is very clear, because many of these communities have 
lost the key to viability in the current economy, because their plants 
are idle, their plants have to be in some cases, the old physical struc- 
tures have to be removed, on the river in Detroit, on the rivers of 
New England where the old factories existed, we have got to level 
those particular old buildings like we leveled the slums, because un- 
less we level them in some cases, we don’t even have the real estate 
on which to build the new factories and new employment. 

And in other cases we need other approaches to rehabilitation, re- 
building. But we can do it. 

National economic trends are generally not sufficient in themselves 
to help these communities. Many of these areas are communities in 
om unemployment has exceeded 8 and 9 percent for long periods 
of time. 

A review of these communities immediately indicates, may I say 
further, that they are not areas which we can abandon. They are 
large urban centers in which private and public investments of hun- 
dreds of millions of dollars and billions, in fact, have been made. 
They are generally not ghost mining towns of the West or trading 
centers of Iowa which may be permitted to collapse and disappear 
because they are so small and in which the investment is minor. 
Many are veritable centers of modern living and modern culture 
which have suffered economic reverses and need only the helping 
hand to redesign a new way of economic life, and to modernize 
obsolete sectors, rebuild rundown ones and to fill in the gaps in social 
capital necessary to bring them abreast of the times. 


47557—59— pt. 1——11 





156 UNEMPLOYMENT PROBLEMS 


We are following this pattern in our program of urban renewal, 
We can adopt the same program for our distressed urban communities 
from which the older industries have left either because of domestic 
or foreign competition or changes in governmental policy. A num- 
ber of communities have become distressed by reason of the Govern- 
ment’s shift from aircraft to missile production. 

We have had between May 1957 and May 1959 a decrease in aircraft 
employment of 18 percent; 170,000 people have lost their jobs in that 
industry by reason of that shift. 

This is the nature of the problems with which we are confronted. 
None of us wants to stop that shift, but we sure want to find ways 
of helping those industries, those communities, and those people find 
a new place in our economic society. 

Economic development has been prescribed for foreign under- 
developed areas under our foreign aid and loan programs. We are 
spending billions of dollars on such efforts for foreign lands, but only 
a niggardly sum to support our domestic rural redevelopment 


program. 
RURAL REDEVELOPMENT 


The administration which has boasted of the idea of rural redevel- 
opment has turned down congressional proposals to help rebuild the 
economies of the low-income rural counties of this country. It re- 
mains satisfied with pilot projects in some 100 counties. The local 
committees report their frustration following their formulation of 
plans. Then they find themselves at a dead end, for there are no 
funds for them to proceed with the plans which they have developed. 

Our Nation has found that foreign rural peoples cannot raise them- 
selves solely on their own bootstraps. Why should we believe that our 
rural distressed population in underdeveloped areas can do so? 

The source of urban distress is the decline of American industries 
under the impact of competition and changing economic patterns. 
But we have learned that adversity need not spell defeat. We have 
many examples of the creative power of the human mind. 

We have leaned that research and investigation are themselves the 
catalysts and the actual means for rehabilitation and renaissance. 
One outstanding example is the paper industry where research has 
converted a declining industry into one of our major growth sectors. 

There the research laboratories in the State of Wisconsin became 
the key, the nucleus for the rebuilding of the paper industry which 
was almost on its back in the late twenties. 

Research has accomplished miracles in our agricultural area in 
producing new crops and improving our productivity as well as new 
uses for agricultural products, creating a greater and greater abun- 
dance which even Russia envies. 

Similar accomplishments may also be recorded in other areas. But 
often the industry lacks the mechanism or the means for inaugurating 
such a program. It needs the taxing power of the Federal Govern- 
or other facilities for this purpose. 
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AID TO COAL AND TEXTILE INDUSTRIES 


Recently the coal and textile industries which caused considerable 
local distress through their contraction, sought such Federal help. 
The Congress adopted a bill providing for research for the coal indus- 
try, but the President vetoed it, after the adjournment of Congress. 

The administration made a gesture, and under circumstances which 
we all know, the particular circumstance dealing with former Secre- 
tary Strauss, toward establishing an ad hoc committee for the textile 
industry at the suggestion of a congressional committee which may 
make a feeble effort in this direction. It is a feeble effort. We know 
what is going on in the committee, and the most we can look for is a 
few publications summarizing passage in this field rather than break- 
ing new ground, rather than helping this industry to rejuvenate and 
grow again. 

NEEDED HELP FOR DECLINING INDUSTRIES 


What is necessary is a systematic procedure for helping declining 
industries in such research programs in order that they may facilitate 
and intensify their programs for economic redevelopment. It is done 
yaa agricultural industries; it should be available to others as 
well. 

We must be prepared, may I add, for a continuous new cycle of de- 
clining industries in this country, because new technology makes much 
obsolete, and foreign competition in this country and in the world 
over for other markets will make the mainstays of our industrial econ- 
omy also obsolete. 

So that we must, just as the automobile parts industry collapsed only 
4 or 5 years ago, the appliance industry shrunk into a tremendous de- 
cline, the aircraft industry is the new product of obsolescence, we will 
find more and more products, just as hand-assembled electrical prod- 
ucts are becoming obsolete, every year, every 4 or 5 years, depending on 
the nature of the industry, we are finding new cycles of industrial 
obsolescence. 

It began in current days with coal; it was followed with textiles; it 
was followed by many other smaller pottery and other similar in- 
dustries, and now we are getting a constant flow of new industries 
which are being rendered obsolete, and our Federal Government must 
be prepared to help these industries rejuvenate because research very 
frequently can do that job. 

We now have a system of urban renewal which undertakes to stimu- 
late the redevelopment of urban distressed, rundown, and slum areas. 
This provision was expanded with additional funds in the 1959 Hous- 
ing Act. 

Unfortunately, the area es bill which passed the Senate 
and was adopted by the House Banking Committee is now only await- 
ing a hearing before the House Rules Committee. This legislation 
would have opened up the opportunity for redevelopment of urban 
distressed and the development of rural underdeveloped areas. It 
would also have neoriand a place for sponsoring voluntary indus- 
trial efforts as redevelopment of moribund industries. 
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The final challenge is for your committee to underscore the im- 
portance and need of a similar program of rehabilitating redevelop- 
ment or renewal of our human resources. Fortunately programs for 
physical rehabilitation now receive Federal support. Funds are avail- 
able for vocational education. The provisions must be liberalized. 

What is necessary is to round out the provisions for our adult popu- 
lation so that they may be more adequately assisted in adjusting them- 
selves to the problems of industrial change. The above area rede- 
velopment bill provided funds for the retraining of displaced persons 
in distressed areas. It also sets forth a system of stipends to unem- 

loyed whose unemployment benefits have been exhausted, to enable 
them to complete their retraining for new jobs. 


EMPLOYMENT SERVICE AND MOBILITY 


Our country is greatly in need of such programs which will help 
accelerate personal adjustments to the changing tides of industrial 
needs. 

Our Federal Employment Service also currently provides a national 
interchange of information on job vacancies which may be improved 
and their facilities advanced by requiring employers to file their job 
requests with the Federal Employment Service. In other countries, 
such as England and Sweden, and now in France, the employment 
service also has access to funds to help people move to new sites. 

I would like to interject at this moment an observation on the whole 

roblem of mobility. The economists often, and the industrialists, 
in this case, are in the same class; they constantly refer to the possi- 
bilities of solving this problem through mobility. 

This is a mirage. This is a misreading of the problem and the 
nature of it. 

First of all, we must realize that the rate of mobility is extraordi- 
narily high in this country. It is made high by the large rate of 
displacement of people from rural areas moving into urbanized com- 
munities. 

Second, we are not dealing, as I indicated, with small ghost towns, 
mining communities. We cannot abandon the urban communities. 
We must keep the young, we must keep the virile, we must keep the 

romising human material in these communities if we are going to 

elp them rebuild. 

Moreover, it is cheaper to rebuild a community than to create all 
of these oases of new communities in the suburbs and in the under- 
developed desert counties of our country, because we have not yet 
fully borne the burden, the tax burden, the physical burden, of even 
providing the facilities for these new communities, and for our Nation 
to rebuild communities, than it is to make them, render them obsolete 
by forcing or accelerating the rate of migration of young, virile, prom- 
ising people from them. 

All of these Federal services can supplement the increasing number 
of provisions in collective-bargaining contracts providing for the 
transfer benefits and for employers to cover the costs of moving and 
the loss on real-estate sales involved in such compulsory moves to the 
sites of employment. 





UNEMPLOYMENT PROBLEMS 159 


Adjustments to the structural changes in unemployment are often 
a prolonged process because they call for the reconversion of indus- 
tries, a modernization of facilities, a rehabilitation of areas, and a 
renewal of the processes of economic growth. This takes time. 

Workers who have to be readjusted to these new employments or 
moved to new areas or retrained or reconditioned often find them- 
selves without resources and funds. Their benefits run out and their 
means are limited. Once they are reduced to these straits, their hope 
and ambition is dampened. 

The major task in every such program of reconversion and shifts 
is to maintain the morale while the quickest possible adjustment is 
being made. 

It is, therefore, vital that there be adequate provision for these 
people who suffer at the hands of the impersonal forces of our economy. 
As our Nation benefits, so must we not let these people down. 

A modest program would entail the adoption of the Federal unem- 
ployment standards bill which would eliminate the substandard pro- 
visions in some of our State unemployment benefit programs, provide 
aid to the unemployed who have exhausted benefits, assure surplus 
food distribution to the really distressed communities. These are 
really programs for personal assistance while the broader efforts are 
being developed. 

Coordinated with every program designed for economic stability 
must be a full-blown inom of economic growth. Our past expe- 
rience has indicated that our efforts at creating a favorable general 


economic environment must be supplemented by a specific program 
directed at the sore spots—such as the distressed areas, the moribund 


industries and the distressed individuals affected by the reverses of 
economic progress. 
_Unless we stimulate these human and material resources into ac- 
tion, we cannot realize our goal of maximum activity. They will 
create a permanent floor of unemployment. They will represent the 
normally unemployed which the Marxists declare is indigenous to a 
capitalist system. 

he whole discussion in this country of how many unemployed we 
can tolerate, one percentage of the unemployed we can tolerate, is 
built on an omission of one significant fact: The normal, the usual 
argument is that when we can have 3.5, 4 percent unemployment, 
and this unemployment is alleged to represent the people who are 
shifting from job to job. 
_ Actually, this is a misreading of the facts. What we are finding 
in this country is that a large proportion of those people are perma- 
nently unemployed, located in these distressed and permanent chronic 
labor surplus area. 

If we work to eliminate that group we can reduce our unemploy- 
ment permanently to the levels which we found in continental coun- 
tries down to1or2 percent. This must be our goal. 

We shall never reduce our unemployment to the irreducible mini- 
mum unless we eliminate the unemployed in the structurally dislo- 
cated area and industries. We shall not be able to help reemplo 
the older workers who are disproportionally concentrated in suc 
areas and industries, unless we help renew and redevelop these regions 
and industries. 
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The problem of the older worker is tied up with permanent unem- 
ployment. If we are able to statistically measure the number of 
older people who are unemployed in this country and allocate them 
as between the distressed communities and the other communities, 
the disproportion would be staggeringly high. We can’t solve the 
problem oF employment of the older worker without tackling the 
problem of the major labor surplus areas in our country. 

Your committe has a clear mandate, I believe, of outlining the pro- 
a which will help revitalize the moribund areas of our economy. 

@ program which we have outlined provides a framework for your 
inquiry. It would include: 
(a) The area redevelopment legislation, which Congress has 
reaffirmed on several occasions. 
(6) Industrial research assistance. 
(c) Vocational retraining; subsistence benefits for retrainees, 
(d@) Financial aid to assist workers moving to new jobs. 
(e) Community aid programs to modernize the facilities in 
American communities. 
(7) Adoption of the Federal uniform unemployment insurance | 
benefits. 
(g) Aseries of emergency provisions including the following: 
1. Aid to unemployed with exhausted benefits. 
2. Surplus food benefits. 
3. Allocation of Government contracts to distressed areas. 

The country awaits a program of action. The fundamental prin- 
ciples for such activities om been developed. You don’t need much 
research for finding, only the action and pilot ventures in the more 
experimental fields can help refine our knowledge. 

Area redevelopment must be initiated so we get to know that prob- 
lem as we have learned to deal with the problem of underdevelopment 
in foreign countries. We can only learn by doing, not by theorizing. 
The theorists in our country only know by examining the experience 
of the practical people, and the actual experience in the field. They 
don’t excogitate new principles by sitting in their cloister. They learn 
by. going into the field and the whole proposition that you have to 
think in research before you do is the one that stultifies many of our 
programs of action. 

The needs are pressing, and if we delay, we default on our national 
commitment to achieve “maximum employment, production, and pur- 
chasing power,” the purpose of the Employment Act of 1946. 

Chairman McCartuy. Thank you, Mr. Barkin. 


Senator McNamara? 


FEASIBILITY OF RETRAINING 


Senator McNamara. Yes, Mr. Chairman, I have a number of 
questions. f 

You indicate in your presentation that we emphasize training for 
the young, and we should also emphasize retraining for the adult, is 
that correct ? 

Mr. Barkin. Yes, sir. 

Senator McNamara. You also mention that there has been an 18- 
percent reduction in aircraft employment, is that approximately 
right, 18 percent ? 
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Mr. Bargin. Yes, sir. 

Senator McNamara. And you talk about unemployment in the 
textile industry and coal industry. 

Now, you are getting into millions of people in these categories. 
What would you retrain them for? Where would you expect to place 
them after you retrained them? 

Mr. Barkin. Well, the problem of retraining in these communities 
is twofold: First, there may be jobs now available in these 
communities. 

Senator McNamara. But there isn’t, generally speaking, is there? 

Mr. Barxtn. The larger one is the one you have just mentioned. 
The highest priority must. be assigned to rebuilding the communities 
so that jobs can appear, and then we will have a practical effort, a 
practical and profitable program for retraining. Retraining, as 
such, is not sufficient, adequate, or reasonable until we find the jobs for 
which to retrain these people. 

Senator McNamara. Mining is pretty generally a depressed indus- 
try, whether it is coal or iron or copper, or anything else, and we have 
sections in my State, Michigan, the Upper Peninsula of Michigan, 
where we have had chronic unemployment for a long period of time, 
mostly in the mining area. 

You are advocating that we first put some sort of industry in there, 
and in your closing remarks, you indicated that the Government in 
their placing of defense contracts should take this into consideration. 
g f course, you know that up until now their policy is not to do 
that. 

Mr. Barxtn. Yes, sir. 

Senator McNamara. Well, now, we have a specific instance here, 
these are mining people, generally speaking, in the Upper Peninsula 
of Michigan. What kind of an industry would you recommend that 
we place in there, aircraft? They are better off, perhaps, in the 
already located aircraft areas of the country, from the standpoint 
of the Defense Department. So what would you suggest? 

Mr. Barxtn. Well, the problem as you pose it in this manner is we 
can’t place the industries unless they need or select them, unless it will 
be governmental ventures, research laboratories, and the services sur- 
rounding them. 

Private industry obviously in this country can’t be forced or di- 
rected to locate there. We can only locate governmental ventures of 
one sort or another. 

That is the first limitation which we have. 

The second one obviously is that assigning governmental ventures 
or governmental projects there should be given the highest priority. 

Secondly, we should undertake the rebuilding of these areas so that 
they can become attractive to normal private ventures in this country. 

Many of these areas with which we are concerned need a good deal 
of physical rehabilitation, the communities, the surroundings. They 
need roads; they need community facilities; they need new eductional 
facilities. All of this has to be brought, or has to be updated and 
nade attractive. And before industry could come, and I would—it 
sour suggestion that in the area redevelopment bills that we have had 
m Congress, and which have been approved by the upper House 
tepeatedly, is that these communities should be alinulated ito devel- 
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oping a program for economic development and then be assisted in 
implementing it. 
ROADBUILDING PROGRAM 


Now, in the process of implementing it, building the new roads, 
physically rehabilitating the community, we shall then be employing 
a great many of these people, and of course, of the nature of the types 
of persons you are referring to. 

t know that in communities in the East, in the old textile com- 
munities, we have got to tear down one old factory structure after 
another and rebuild them, like we are doing in the case of slum areas, 
before we can attract industry. 

These projects will in themselves generate a great many jobs. 

Senator McNamara. Your answer, in effect, is that we can have 
Government-promoted projects such as building roads? 

Mr. Barkin. That is right. 

Senator McNamara. As a matter of fact, to train these people to 
build roads will just put other people out of employment, because 
there is no shortage of roadbuilders. 

Mr. Barkin. No, but roadbuilders, roadbuilders will—first of all, 
these roads are an addition to those now planned, and secondly, these 
roads are in these localities where the existing labor supply, or people 
who are engaged in such roadbuilding, will not come. So I mean 
roadbuilding labor is not a migratory labor. 

There is a nucleus of persons who move from place to place, but the 
vast bulk of people stay in their own community. They don’t go 
moving from one area to another. 

Senator McNamara. Well, of course, you know we are in the midst 
of a great roadbuilding program now. 

Mr. Bargin. Correct. 

Senator McNamara. 41,000 miles of road. 

Mr. Barkin. Correct. 

Senator McNamara. We seem to have no shortage of people in the 
location where these roads are being built. So this is no relief for the 
people in the distressed area, because to bring those into the area 
where the roads are being built will mean that the people in that 
particular area will be replaced by others from another area. 

This does not seem to be any answer to the problem. 

Mr. Barry. Correct. What I am suggesting, and possibly I could 
highlight it more succinctly, what we are suggesting is an addition 
to our program, not a substitution for the existing program. 

The present program is designed to meet certain national needs, 
the needs of a national trunkline of roads to serve that purpose. 

What we need is a road system in some of these communities, as an 
illustration—sometimes these two overlap. In the Wilkes-Barre- 
Scranton area, we are now seeing roads being built under the national 
highway program. Well, this coincides in that particular community 
with the crying need of that major distressed area. 

_ But it may very well be in your area—the road system, as I gather 
is also a very crucial factor in any program of rehabilitation and 
revival of economy. 

If that is necessary and has not already been placed within the 
framework of a national system, this is a particular local need. 
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For example, we may have a national sewage system to promote 
national minimum standards of sewage control. This may affect 
your community as well, but it may not often be enough. Local vari- 
ations on national programs sometimes have to be added in order to 
meet local needs, and what we are urging is that a local program be 
developed to help develop and advance the particular needs of the 
community to help rebuild them. 

For example, I am very well aware of this problem of the lack of 
real estate, the lack of land in many of the eastern communities in 
order to invite new plants. 

For example, Lawrence, Mass. Lawrence will never be rehabili- 
tated adequately unless it has a clearance program of its old plants; 
Biddeford, Maine, which has a 19-percent unemployment record, 
needs new plant sites, it needs local community rehabilitation of the 
physical kind. 

Now, this is the kind—these are the issues—and Detroit needs the 
same kind of answer. 

You have a tremendous problem in West Virginia; in the Spring- 
field area of Vermont, rather, the old textile communities of Vermont, 
the Burlington and Winooski areas, which inherited a lot of textile 
buildings, and which have held back industrial development because 
they have had these—they have tried to sell loft space, and loft space 
— adequate for new industries after they have grown any size at 
all. 

We have to help these communities in this rehabilitation program. 
When we add activity, we are not substituting for an old project. 
We are supplementing the industrial program for this country. 

Senator McNamara. While we are talking about the roadbuilding 
program, we are advised by the Bureau of Public Roads we have 
more than 700,000 people employed in this Federal highway building 
program. Now this is, of course, in line with your recommendation 
to implement the Employment Act of 1946. I think this is perhaps 
the outstanding example of what government can do. 

Mr. Barxrn. Correct. 

Senator McNamara. But when you say that this committee should 
get into this business of retraining adults, it is more of a problem than 
meets the eye, as you can see. Retrain them for what? 

Mr. Barkin. Correct. 


BRING JOBS TO PEOPLE 


Senator McNamara. Isn’t it more economical to keep people in the 
area where they are, in this depressed area, than to encourage them 
to sell their homes and in effect move out, and the area becomes a 
ghost town? Isn’t it just plain good economics to try to do some- 
thing about this rather than to just abandon an area because, well, 
to begin with, we don’t know where to suggest that they go. 

These are real problems for this committee. 

Mr. Barkin. I agree with you fully, and our experience in this 
country and other countries emphasizes it. 

If I may suggest we look at foreign countries and we see the same 
experience. The Lancashire section of England, which is an historic 
textiles community, this is an area in which textiles have been de- 
clining for four and five decades. 
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What the British Government did in that particular instance was 
to stimulate, during the war, under that particular emergency con- 
dition, the introduction of new industry, and it is extremely interest- 
ing that the new program of contraction and scrapping of excess 
equipment in the Lancashire area sponsored by the British Govern- 
ment is not creating any real serious difficulty in that particular 
county, because the growth of substitute industries over a period of 
20 years has already stimulated alternative employment. 

We can do—we are seeing the same thing happen in other of our 
communities which have had the resources and the good fortune of 
having new industries introduced at an early enough stage in their 
process of contraction in the old industries to have provided a nucleus 
for new growth. This isthe program which we must follow. 

We must not scrap the old; we must rebuild. 

I think the most vivid illustration is what we have found in the 
program of physically handicapped. We have learned about the 
waste of just letting a physically handicapped person rot away. It 
doesn’t do us good ; it doesn’t do him good ; it doesn’t do the community 
any good. 

For a small investment of personal counseling and physical rehabil- 
itation, for a very small investment, we make a self-supporting 
individual. 

URBAN RENEWAL 


Senator McNamara. You mentioned urban renewal in your presen- 
tation. We have had some experience under the urban renewal pro- 
gram now. Have you studied this phase of it to a degree? Is it a 
fact that we are replacing slum areas with this urban renewal pro- 
gram in too many instances with high-priced units rather than units 
ore yaopie who formerly lived in the area are economically able to 
ive in? 

Mr. Barxrn. Well, I think we haven’t planned our urban—we have 
let that program run away, undirected and unguided, and without 
sufficient care. 

What you have said, I have not made any particular statistical 
study of it, of the prevalence of it, but in a number of the communi- 
ties, particularly in the community which I know best, New York, 
I would say there has been too much of that. 

Senator McNamara. Isn’t it a fact that in New York in the last 
couple of years that these urban renewal units are renting for approxi- 
mately $50 a room in many instances? 

Mr. Barxrn. Well, the projects, the building projects, housing 
projects which have been built on the sites, which have benefited from 
the urban renewal, have many—I would go even higher than that, 
Senator. 

Senator McNamara. I think that all of us who are concerned with 
slum clearance and urban renewal have something to be concerned 
with in this thing. Part of it is chargeable to high interest rates and 
the hard money policies, to be sure. But in addition to that, there 
is something wrong with this program, and we who have been advo- 
cating it and propose to continue to advocate it, and I mean you and 
I and others like us, must be more concerned with this. 

I don’t have any answers, but I don’t think we are doing a good 
job in this area, and I think it is going to harm us in the years 
immediately ahead, 
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Incidentally, at this point you should identify your colleague here 
for the record. 

Mr. Barkin. May I introduce a man who is known to all of you, 
John Edelman, the Washington representative of our organization. 
Thank you, Senator. 

Senator McNamara. I would like him to comment on this urban 
renewal problem. I know that he has had some concern about it. 


STATEMENT OF JOHN EDELMAN, WASHINGTON REPRESENTATIVE, 
TEXTILE WORKERS UNION OF AMERICA 


Mr. Everman. Thank you, Mr. Senator. 

I think the most vivid illustration and the most apt illustration of 
the points you are making, Mr. Senator, could be found right here in 
the southwest development of Washington, and there has been con- 
troversy in the paper, in the newspapers here, highlighting the fact 
that the new installations and new buildings will be built, which will 
be built will be for much higher income groups than those which have 
been removed from the area, and that it would appear, not only 
appear but it is painfully evident, that what we are using this program 
for is to put a lot more taxables on the same amount of land and not 
to rehabilitate the human beings who are removed from the area. 

Senator McNamara. Isn’t there an indication in this program that 
you refer to that it will require a person with an income of $12,000 
a year or more to pay the rent economically according to accepted 
budget methods? 

Mr. Everman. Your statement, Senator, completely coincides with 
my understanding of the situation. 

Senator McNamara. We are taking people out of what was orig- 
inally a slum area, and where are they going to go? Are they going 
to wind up concentrating further numbers into the existing slums 
rather than solving the problem long range? 

Mr. Epetman. Mr. Senator, I have served on a research committee 
of the Washington branch of the Urban League, which has been study- 
ing this particular problem, and it is now, I think, thoroughly estab- 
lished despite the fact that we have had one of the most efficient relo- 
cation programs anywhere in the United States, operating right here 
in the District of Columbia, that through curious inadequacies in 
this program, the relocation operation cannot deal with all classes of 
individuals who are displaced from a given area, and it becomes clear 
as one looks into the problem, and I think it has been thoroughly 
established, that a certain percentage, and a large one, of the people 
forced, or the families forced from the area which has been laid waste, 
which has been bulldozed, have gone into physically standard prop- 
erties in, generally speaking, the northeast area, mostly in the north- 
east, and some in the northwest, and have created new slums through 
overcrowding. 

Senator McNamara. Greater concentration of people in the exist- 
ing slum area. 

Mr. Epetman. Exactly. 

Senator McNamara. This is part of the problem that we have 
here. There are many easy formulas that can be presented to this 
committee, but to follow up on them, as we have indicated by this 
line of questioning, is not easy. 
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Mr. Barxrn. Senator, I think this highlights one of the important 
factors which—and one of the problems which possibly your com- 
mittee can follow through on. ’ 

We have these programs, Congress enacts enabling legislation, and 
an administration then proceeds through interpretation, and many 
of the consequences of the interpretation or the oversights or omission 
in the original legislation lead to results which do not always coincide 
with the original purpose of the legislation, and I think that in that 
connection, one of the inventions which Congress should follow, per- 
haps make in its own system of organization, is to provide a watch- 
dog committee, permanent watchdog committee for different pieces 
of legislation, so that the congressional committees might follow up on 
the results and then test whether or not the experience coincides. 

One of the ways of doing that is for—is that the report of the ad- 
ministrator of the specific piece of legislation be considered carefully 
and publicly at a hearing each year so that it may be specifically 
evaluated. 

In connection with your retraining problem, may I say, just to throw 
some more light on it, is that the retraining often—there is another 
facet to it: 

For example, we find that in many of our textile communities with 
which I have much more daily contact, I find that the community 
may be very active, unemployment may be very low. But that does 
not necessarily mean that the textile worker has found a job, even 
though he was displaced. And consequently, we have tried in all of 
these communities to find new training facilities in order to make 
this conversion, and there isn’t enough understanding of just this issue 
in our American community, that it is not enough just to bring jobs, 
but you must—or to have jobs appear through new development, but 
you must always try to induce the employers in those areas who 
are brought in to employ those who have been displaced, and not 
necessarily bring in new people from outside areas. Because the pub- 
lic responsibility of the new industry to the old residents is not 
fully established in these labor surplus areas, we are getting large 
pools of scrap people who don’t get opportunity at all. 

Senator McNamara. Thank you, Mr. Chairman. 

Chairman McCarrny. Senator Prouty ? 


WORK OF THE COMMITTEE 


Senator Proury. Mr. Chairman, first, I think it should be pointed 
out that the resolution which provided for this Special Committee 
on Unemployment Problems was introduced by the majority leader, 
Senator Johnson of Texas, and cosponsored by Senator Dirksen, the 
minority leader, and I believe it was the intention of all concerned 
that this should be a strictly nonpartisan effort to seek out the an- 
swers to some of the problems. 

Furthermore, Mr. Chairman, it was my understanding that before 
public hearings were held, the committee was going to meet with a 
group of economists or people who are experienced in this particular 
field, and decide on our course of action. 

I find at the present time, at least insofar as I know, we have not 
even completed the committee staff as yet, and it seems to me that 
is one of the first considerations we must devote some attention to. 
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I would just like to ask the chairman; I haven’t had a chance to 
visit with him prior to this meeting. 

Chairman MsCusrsty, Well, I would say that we hoped to hear 
the economists first, but because of the short time which we had to 
organize the committee we were not able to schedule them. We have 
them scheduled to testify publicly this morning, and then we will 
meet in concert with them in closed conference this afternoon to de- 
cide on what further hearings and what additional information we 
need. 

We have not yet completed the staff. I must say that one of the 
reasons we have not yet completed the staff is we have not been able 
to get recommendations from the Republican members of the com- 
mittee. But I don’t think this is a serious problem, and I think we 
can work it out all right within the next day or so. 

Senator Proutry. I am glad to have the chairman’s clarification of 
that point. 

Mr. Barkin, in answer to a question raised by Senator McNamara 
you suggested, I believe, if I understood you correctly, that the Fed- 
eral Government should establish some corporate enterprise in an 
area such as Detroit, for example. 

Would that be an industry that would compete with private indus- 
try in the country, or what type of industry would that be? 

Mr. Barkin. No; in this 

Senator Proury. I mean, let’s be specific about that. 

Mr. Barkin. Now, the Government 


GOVERNMENT ACTIVITY IN LABOR SURPLUS AREAS 


Senator Provry. Wait just a minute, please. Your whole testi- 
mony has been certainly general, and it has expressed a political and 
economic philosophy and certainly has smacked of partisan politics, 
I think, without any question. 

Now, I would like to have the witnesses who appear before this 
committee be specific and not talk around Robin Hood’s barn and 
say absolutely nothing. 

I would like you to say what you think the Federal Government 
should do. Should it go in every place where there is chronic un- 
employment and put up a plant of some kind? 

Senator McNamara. Mr. Chairman, may I interrupt at this point, 
since my name was mentioned in the statement of our colleague. I 
want to say that I didn’t interpret the presentation of the witness to 
be political. I think he was talking about the real problems that we 
face here, and I don’t want to be associated with the charge that it was 
political, a politica! presentation. 

Senator Proury. I think there is an opportunity for a difference of 
opinion on that. But, in any event, I think we must have some specific 
information on this problem. 

Mr. Barxrn. Yes, sir. 

Senator Proury. Now, what kind of corporation are you going to 
establish, for example, in the Detroit area? Is the Federal Govern- 
ment going into the automobile business? 

Mr. Barkin. No, sir; you misunderstand the full intent of this 
presentation. In this specific—we are not asking necessarily for the 
Government to go into anything. What we are saying is the Govern- 
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ment is engaged in various, in this instance, in various activities, lets 
out contracts, sponsors the production and the development of various 
items under its present budget, and we are asking and suggesting the 
implementation of a policy which has been on the administrative books 
for many years; namely, giving preference in the assignment of these 
projects to the distressed areas of our country. 

Senator Proury. Let me interrupt you there, if I may. 

Mr. Barkin. Yes. 

Senator Proury. Is that going to create other distressed areas? If 
you take business away from one area in which unemployment is not a 
problem, and put it somewhere else where there is a chronic unem- 
ployment problem, what is going to happen to the first one? 

Mr. Barkin. No, sir. Fet’s take an example, a very concrete 
example: 

The present administration assigned one project to the Chrysler 
Corp. in Detroit. While that particular item of military need was 
being developed, and I gather that that item has now become obsolete, 
and consequently, that particular plant is contracting, if it has not 
already completely, very seriously contracted. The Government had 
the problem of assigning that project, that item, which employed sev- 
eral thousands of people, to various locations where it would be eco- 
nomically efficient to do that particular item. 

Now, it assigned it to Detroit. This provided employment directly 
for several thousands of people. 

This was a constructive step, and we believe that the pursuance of 
such a policy would be helpful. This did not deprive any other 
community. As a matter of fact, what it did was to prevent an acute 
shortage of people by—in other areas where there was a distinct short- 
age and an acute need already for the existing types of plants in that 
particular community. 

By assigning a project to a surplus area, we are not depriving any 
other community of it, because these, we will be in most instances 
taking it away from areas which are acutely short of labor, particu- 
larly of the kind that is necessary in some of these projects. 

We have many communities. Detroit is a good example that we 
chose. We have such communities where there is a surplus of just the 
types of labor we need, and if we shifted to them we are relieving other 
communities which would have to be inviting thousands of people into 
them for which they are not prepared to receive them. 

So that this is only the rational thing to do, and what we are find- | 
ing now is that by eliminating rational, or omitting some constructive 
direction we are creating excessive pressure in one place, whereas we 
are permitting continuing surplus of labor in another area. 


STATE-LOCAL RESPONSIBILITY 


Senator Provuty. Do you think that the States or local communities 
have any responsibilities in this matter? 

Mr. Barkin. Oh, sure. You are familiar with your own area re- 
development bill which the Senate adopted —— 

Senator Proury. I am talking about the States and the local com- 
munities. 

Mr. Barxrn. Yes, sir. 

I was hoping you were familiar with the bill. 
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Senator Proury. I am familiar with the bill. I am asking you 
specific questions. Forgetting about the Federal funds, do you think 
the States and communities have any responsibilities in this matter? 

Mr. Barun. Yes. To put it as a matter of fact, the philosophy of 
that piece of legislation is that the major burden of responsibility 
is local and that they must carry on all of the programing, and all the 
Federal Government does is to provide the additional stimulus and 
ee the technical aids which the local community may not have 
available. 

We have—may I just finish—we have hundreds of communities in 
this country whose problems are not so acute, who are dealing with 
their problems. All we are thinking about in this piece of legislation 
is to take care of the community whose problems are so acute that 
even their best efforts over 10 and 15 years has not ameliorated their 
program. 

As an illustration, the U.S. Chamber of Commerce awarded the 
Scranton- Wilkes-Barre area some type of certifivate for local initia- 
tive, and despite that effort, despite the hundreds of thousands of 
dollars that the private citizens of that area have invested, despite 
the hundreds of thousands of dollars and perhaps even millions of 
dollars that the local communities in the Wilkes-Barre area have in- 
vested, they have not solved their problem because many of the prob- 
lems are largely in the hands of Government, and, consequently, the 
area-redevelopment program is designed to supplement, to assist par- 
ticularly in those areas where private efforts are insufficient to effect 
the reconstruction of a community. 


BURLINGTON EXPERIENCE 


Senator Proury. Mr. Barkin, you made some reference to Winooski 
or Burlington, Vt., during the course of your remarks. 

Mr. Barkin. Yes. 

Senator Provty. I should like to point out they did have an 
American Woolen textile mill there, and it did close down, and for 
the time being there was rather serious unemployment. 

Since that time the city of Burlington, or a group within that gen- 
eral area, raised money on their own to create a large plant in nearby 
Essex Junction. That plant was leased, I am not sure whether or 
not it has been purchased, but it is being occupied by IBM, very 
successfully. 

I believe more people are employed there than have been em- 
ployed in the textile plants in recent years, at any rate. That has 
been very successful. 

The same group are now building an additional plant; they hope 
to attract another industry. Business in the area is thriving. There 
is relatively little unemployment. 

It seems to me that 1s an example of what can be done in an indi- 
vidual community, providing there is sufficient initiative—— 

Mr. Barxtn. No, sir. 

Senator Prouty. And a willingness to do the job. 

Mr. Bargin. Mr. Prouty, you come from New England. Has there 
been—I ask you rhetorically because the answer is too obvious—do 
you think there has been enough initiative in Lawrence, Mass.? Do 
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you think there has been enough initiative in Lowell, Mass.?_ Do you 
think there has been enough initiative in Fall River, New Bedford, 
North Adams, Biddeford ? 

Senator Proury. My answer is that the problem in those areas 
has not been solved. I am not intimately familiar with them, but I 
certainly hope that during the course of this committee’s study we 
will have that information. 

Mr. Barkin. Now these—— 


REGIONAL WAGE DIFFICULTIES IN TEXTILES 


Senator Proury. Let me ask you this question. You are con- 
cerned with the textile industry, naturally. A large segment of that 
industry has moved to the South. Now, to what extent is that due 
to the fact that New England, and the Northeast generally, is much 
more highly unionized, the wage scale, I believe, is generally higher 
than it is in some of the Southern States? Isn’t that a matter which 
we in New England have to be very much concerned with? 

Mr. Bargin. My 

Senator Proury. We like high wage scales in New England. 

Mr. Barkin. My first observation to you, sir, is that there is no 
difference in the wage scale between the North and the southern tex- 
tile mills at the present time. 

Senator Proury. Why have so many of them moved south? 

Mr. Barxrn. Well, the reason is quite—the major reason, I say, is 
quite obvious. The reasons are these: 

The industry has been cut into one-third by technological change. 
We produce the same and slightly more volume now than we did 
10 years ago with one-third the people. The plants were closing 
down. We didn’t really get—since the end of the war, may I point 
out this, since the end of the war we have had very few new textile 
mills built in the South. I would say the most liberal estimate 
would put that number of mills, out of a total of 3,000 textile mills, 
it is probably no more than 50. What has happened is not a migra- 
tion from North to South; what has happened is that the rate of 
attrition of textile mills in the North has been so much higher in 
the North than the South, due to several factors: 

One, the obsolete nature of the buildings, the obsolete nature of the 
management, and, thirdly, the policy of the First National Bank of 
the City of Boston, which wouldn’t help these concerns in New Eng- 
land rehabilitate their textile firms. 

This is the kind of basic cause for the contraction. You know what 
happened to the American Woolen Co. The answer to the textile 
problems of New England is very well illustrated by what happened 
to the Winooski plant of the American Woolen Co. Here was a man- 
agement which was out of date; here was a management which robbed 
the till of the company; here is a president who was only 
interested—— 

Senator Proury. I don’t think we need to get into that, Mr. Barkin. 

Mr. Barn. This is the reason. 

Senator Prouty. There are several other witnesses here, and I think 
we want to approach this problem, at least I do, very objectively. 
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I understand from the chairman we have many more witnesses this 
morning, and I appreciate your answers, but I don’t think we should 
take up any more time right now. 

Chairman McCartuy. We thank the witness for his testimony. 

The committee will now hear from a special panel on unemploy- 
ment problems made up of Mr. William Batt, Prof. William Haber, 
Prof. Clarence Long: 

Senator Ranpoirn. I would like the witness to stay on the stand. 

Chairman McCarruy. Excuse me, Senator Randolph. 


IMAGINATIVE PROGRAM NEEDED TO AID DEPRESSED AREAS 


Senator Ranpotru. I will only take a moment. 

Mr. Barkin, you mentioned the distress in the whole mining areas 
of West Virginia, and I shall not labor that point this morning. It 
was developed yesterday by Mr. Widman of the United Mine Workers, 
and I supplemented information on the national scale with figures 
which are of particular importance in the State of West Virginia. 

I only want to make this observation in connection with your tes- 
timony : 

It is my feeling that we need bold and imaginative steps by Federal 
officials in the area of chronic unemployment. I do not indicate that 
this is partisan in any degree. I believe it is important for us to re- 
alize that the bold and imaginative steps taken in the thirties, when we 
had a general depression in the country, were in the public interest. 

I think now that we are face to face not with general unemploy- 
ment in the country but a spreading unemployment due to technolog- 
ical advances—to automation, to mechanization—and it is the respon- 
sibility of this committee to be very positive and affirmative in its 
approach to these problems. 

I say that in no partisan vein whatsoever. Frankly, I believe that 
presently within the Federal structure we are too timid in our ap- 
proach to these problems which are truly appearing in more areas 
of the country than many folks are inclined to admit at the present 
time. 

Furthermore, I state for the record a belief that in the United 
States of America today we would have perhaps many more thousands 
of unemployed men and women were it not for the fact that we do 
have public programs in which private individuals are being em- 
ployed. 

I make this statement, and I make it carefully, because I believe we 
could have seven to nine million unemployed in this country if it 
were not for programs such as the highway construction and develop- 
ment effort, if it were not for the programs of water sewage treatment 
plants, if it were not for programs of similar scope that go into many 
areas of our economy. 

I say that, and I say it emphatically. 

So we are face to face with a very real problem here, and I think 
this committee has definite responsibilities to make recommendations 
at the reconvening of the second session of the 86th Congress. 

I would like to ask you many questions, but you have given us the 
advantage of your testimony, and I am very grateful for the comment 
that you made. 


47557—59— pt. 1——_12 
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Mr. Bargin. May I just make the following comment? First, on 
the issue of partisanship. The legislation of which we have spoken is 
endorsed, sponsored, voted for by Members of both aisles of Congress, 
both sides of the Congress, both in the Senate and the House, and has 
ms vehemently supported by Members of the Congress on both 
sides. 

The President of the United States in 1952 and in 1956, in his ad- 
dress to the people, has endorsed the principles of such legislation. 

May I also read the following facts into the record on the date of 
the certification of labor surplus in the labor market areas of West 
Virginia, showing you how long they have continued. 

Charleston was certified 

Chairman McCartny. Would you mind just inserting them into the 
record instead of reading the entire list ? 

Mr. Barxrn. It is 14, that is 14 figures. 

Chairman McCarruy. They will appear in the record. 

Mr. Bargin. Thank you. 

Chairman McCarrny. Our time is running rather short this morn- 
ing. I want to thank the witness again. 

(The tabulation referred to is as follows :) 


Taste 10.—Dates of certification of labor surplus in labor market areas of 
West Virginia 
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COMMITTEE ENGAGED IN OBJECTIVE STUDY 


Chairman McCarruy. The Chair would like to note that so far as 
the question of partisanship is concerned, the Chair is concerned to 
make this an objective study. From the testimony yesterday, there 
were several occasions on which the question of partisanship might 
have been raised on both sides, I suppose; but we thought we had 
selected rather a balanced panel of witnesses. Even when we were 
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commended all together for the passage of the so-called Labor Reform 
Act of 1959—though some of us didn’t feel particularly complimented 
at being singled out for notice—we made no protest against it. 

The Chair will try to keep this study within partisan limits that are 
reasonable. 

The spokesman of the panel of professors will be Prof. William 
Haber, who has been chosen by the panel as its unofficial chairman. 
He will introduce each of the members of the panel for his statement 
to the Committee. 

Professor Haber. 

MEMBERS OF THE PANEL 


Mr. Haszer. Senator, this group, as you know, was assembled rather 
quickly. We are six labor economists on the faculties of universities. 

My own name is William Haber. I am professor of economics 
at the University of Michigan. 

One exception to our group is Mr. William Batt, who is secretary 
to the Department of Labor Industry of the State of Pennsylvania. 

Among us is Clarence Long, from Johns Hopkins University. Pro- 
fessor Long has written extensively in the field of labor force and un- 
employment, and he wishes to present a very brief statement looking 
backward on the perspective of unemployment in the past 10 years, 
and where we seem to be going. 

I shall ask Professor Long to begin first. 

Chairman McCarruy. Professor Long. 


STATEMENT OF CLARENCE D. LONG, PROFESSOR OF ECONOMICS, 
JOHNS HOPKINS UNIVERSITY 


Mr. Lone. Thank you. 


OFFICIAL ESTIMATES DO NOT TELL FULL UNEMPLOYMENT STUDY 


Unemployment during the peacetime years since World War IT has 
averaged about 3.2 million, or around 4.8 percent of the labor force. 
The lowest unemployment in any peacetime year (1947) was 2.25 mil- 
lion, or 3.5 percent, and the highest slightly over 5 million, or 7.33 
percent, in the first half of 1958. Unemployment is now running at 
a little less than 5 percent on a seasonally adjusted basis, about the 
average for the peacetime years since 1947. 

These, however, are the official estimates of the Census Bureau, and 
do not include all the idleness that presently exists. The figures do 
include persons temporarily laid off or waiting to start new jobs, but 
they do not inelude people on part time for economic reasons, who 
amount to about 1.3 million in full-time equivalents, as well as an- 
other 1.2 million persons with a job but involuntarily idle because 
of bad weather, strikes, and a wide variety of other reasons. Alto- 
gether, there were in the most recent month for which we have unem- 
ployment statistics (August) nearly 6 million equivalent full-time 
persons involuntarily idle. The majority of these received no pay 
or compensation, and all of them represent a loss of production at a 
time when we are struggling to keep our lead over Russia. 

Now, there has been considerable comment in the press and else- 
where that unemployment has remained rather stubbornly high in 
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the face of rapid recovery of production and employment from the 
recent recession. 


UNEMPLOYMENT MORE SEVERE IN LAST RECESSION 


Let me discuss this behavior under timing and severity of fluctua- 
tion. 

The recent recession began in July 1957 and apparently reached 
bottom in April 1958. It was an unusually short contraction. Unem- 
ployment began rising sharply after July 1957 and reached a first 
peak at the bottom of that contraction, in April 1958. But after a 
short drop it began rising again in the late summer of 1958. Thus, 
unemployment in this recent recession did not effectively recede until 
4 or 5 months after the improvement in general business. 

In contrast, in the two previous recessions, unemployment began 
declining almost immediately with general business improvement. 
It is possible that this unusual behavior of unemployment in this 
recent recession was a mere statistical phenomenon, caused by a defec- 
tive seasonal adjustment. I suggest that you ask Census Bureau to 
tell you something about this. Certainly there was no corresponding 


1958 midsummer dip in the seasonally adjusted wage and salary 
employment data of the Bureau of Labor Statistics. 


INCIDENCE OF UNEMPLOYMENT 


So far as severity is concerned, the total amplitude of rise and fall 
in the recent cycle of unemployment was leas halfway between 
that of the first postwar recession in 1948-49, and the one that fol- 
lowed the Korean war, 1953-54. 
1. By industry 

The incidence of unemployment has varied widely by industry. 
Among the seven major industry groups, unemployment rates in the 
recent recession were highest in construction, mining, manufacturing. 
They were median for trade and they were lowest in transportation 
and public utilities, services, and government. The rate in construc- 
tion was over four times as great as that in government; in manu- 
facturing three times as great. It is noteworthy that the same ranks 
among these industries held in 1954 as in 1958, and almost the same 
as in 1949, and that the ranks have remained perfectly stable among 
these industries since 1954. 


2. By occupation 

The incidence of unemployment has varied even more widely among 
major occupational groups. In 1958 the unemployment rate of about 
15 percent for laborers was seven times that of professional and 
technical employees. As with the industrial groupings, the ranks 
were remarkably stable, especially as between the recession years. 
For a decade, the portion of the civilian labor force in white collar 
and service occupations has risen steadily and substantially from 47 
to 53 percent. But the proportion of the total unemployment in these 
occupations has, if anything, declined. In 1958 the white collar and 
service occupations, which were 53 percent of the labor force, con- 
tributed only a third of the unemployment, in fact less than a third. 
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3. By sex and age 

During these post-World War II years, males and females have had 
the same average rates of unemployment, but male unemployment 
rates seemed to respond much more quickly to recovery by declining 
faster. There were wide differences in the incidence of unemployment 
among age groups. Actually, these differences occurred mainly as 
between those over and under 25 in the case of males and over and 
under 20, in the case of females, with the younger persons having 
much the highest unemployment rates. The older men, whom we hear 
so much about as suffering high unemployment, actually seemed to 
occupy a median position among people over 25, but this may be partly 
because many of them got discouraged and left the labor force alto- 
gether, and were not classified as unemployed. 

The high unemployment rates of young persons and people in blue- 
collar occupations and industries are due primarily to their high turn- 
over of employment, their low level of education, and the cyclical 
instability of the demand for the products of manufacturing, construc- 
tion, and mining. Thus, the forces causing high unemployment rates 
stem from both the demand and the supply sides. 

The higher rates of unemployment in the various occupations and 
industries seem correlated to a considerable degree with the trend of 
employment in those industries. Those industries and occupations 
which have enjoyed an expanding share of the labor force, such as 
professional and technical services or government, have the lowest 
unemployment rates, and those with a static or contracting share, 
such as mining and various blue-collar occupations, have had the high 
unemployment rates. It is interesting that the total aggregate man- 


hours of employment in manufacturing, construction, and mining, 
where the unemployment rates have been highest, all together have 
remained static over the last 10 years, so that the entire 6 or 7 
million increase in the labor force has occurred outside these areas. 


4. By race 

The nonwhite unemployment rates have been much more than those 
of whites—two-thirds more to double. Their amplitudes of fluctua- 
tion have been similar, but the nonwhite unemployment rates have 
manifested a much greater upward trend over the decades, especially 
since 1954; that is, colored people have been suffering an increasing 
incidence of unemployment compared to whites. 
5. By duration 

The seriousness of the problem of idleness is reflected not only in 
the number of unemployed, but also in the average duration, since an 
individual or family can absorb a couple of weeks of unemployment, 
but may be left in bad shape by 6 months or a year of idleness, having 
exhausted savings and credit. The average duration of unemploy- 
ment so far this year has been about 15 weeks, the highest of any year 
since the end of World War II. However, the August average was 2 
weeks below August of last year. These figures on duration do not do 
justice to the problem of hard core unemployment, however, since they 
do not take account of the fact that a person may have had 15 weeks 
of unemployment, gotten a month or so of employment, then had an- 
other 15 weeks of idleness. There are people with repeated spells 
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of unemployment over the months and years, who are not identified 
as such in the statistics of duration. 
6. By educational status 

Education or the lack of it seems to play a notable role in employ- 
ment. At the 1940 census, in any given age group, say 30 to 34, 
the employment of men with no schooling at all was 40 percent under 
that of college graduates. As a matter of fact, only half of urban 
native whites with no education had jobs, whereas 9 out of 10 college 

aduates were employed. The lack of education, as much as age, 

as explained the difficulty of the older worker in getting a job and 
staying in the labor force. 
7. By region 

Unemployment rates vary widely among different States and com- 
munities, with the widest differences appearing among small towns 
or specialized cities where the level of prosperity is high or low de- 

ending upon the fortunes of a particular industry, say textiles, steel, 
umber, coal, government, or education. The biggest cities are better 
diversified industrially and seem to have unemployment rates closer 
to the national average. Some differences occur among broad regions, 
such as Northeast, North Central, South, and West, but they are not 
so great as the differences within these regions. In recent recessions, 
the unemployment rates for the Northeast seem to be somewhat higher 
than the national average, that of the South somewhat lower, with 
the West and North Central running near the national average. 

Mr. Haser. Senator, do you wish to ask Mr. Long questions, or 
shall we each make our statement ? 

Chairman McCarruy. The Chair will abide by the will of the 
committee. I would say it might be best if we heard the testimony 
of all the members, and then in the afternoon session we can follow 
with questions. 

Mr. Haszer. Fine. 

I should like next to call 

Senator Proury. Mr. Chairman, may I interrupt and compliment 
Professor Long and say that his statement represents to me an objec- 
tiveapproach. Iam very glad to hear it. 

Mr, Lone. Thank you, Senator. 


UNEMPLOYMENT IN DETROIT 


Mr. Haser. I should like to corroborate for just a moment the 
generalizations Professor Long has made, gentlemen, by making refer- 
ence to Detroit, for example, which has something like 135,000 unem- 
ployed right now, about 9 percent of its labor force, nearly twice the 
national average, and, looking at the Detroit distribution of the un- 
employed, every item he mentioned—education, age, and color—have 
a tremendous impact upon the Detroit picture. 

And I should like to urge the committee in its deliberations to 
have something to say about the place of education in relation to 
employment. When we look at the Detroit people on public welfare. 
some 12,000, 13,000 families, and look at the number who have not 
completed grade school, and the number who have not completed high 
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school, it gives a very devastating picture and suggests to us, to me 
at least, that looking into the future, members of the labor force 
without a high school education will be a real minority group in the 
United States insofar as job security is concerned. 

Senator Proury. Professor Haber, may I interrupt briefly there? 

Mr. Haser. Surely. 

Senator Proury. What percentage of those people are natives of 
Michigan, or are they people who have moved into Michigan from 
other areas ? 

Mr. Hazer. Both. It is hard to tell unless we made an actual study 
of all those records as to whether we would know, but people who 
have been in Michigan 10 or 15 years and worked for a company 
which is consolidated with another, and find themselves laid off, if 
they are over 45 or 50, they get to be the marginal group as far as 
employment is concerned. If they are younger, they get reemployed. 

enator Prouty. Thank you. 

Senator McNamara. May I interject at this point, Mr. Chairman? 

When you refer to this group in the Detroit area, there are very few 
who are natives of Detroit who did not have at least a high school edu- 
cation, I believe. 

Mr. Hanser. Yes, I would say that the local, the native-—— 

Senator McNamara. I didn’t want to confuse that thing to that de- 
gree. 

Senator Prouty. I didn’t intend to suggest it. 

Senator McNamara. I am sure you didn’t intend it, but somebody 
will try to read it and we ought to get the record straight. 

Mr. Haser. I call now on Herbert Parnes, Ohio State University, 
who is familiar with the nature of existing data and has some ideas as 
to what are their gaps and what the committee might be doing and 
thinking about how those gaps should be met. 

Professor Parnes. 


STATEMENT OF HERBERT PARNES, PROFESSOR OF ECONOMICS, 
OHIO STATE UNIVERSITY 


Mr. Parnes. Thank you. 


INADEQUACIES OF UNEMPLOYMENT DATA 


It seems to me to be obvious that an exploration of public policy de- 
signed to cope with the unemployment problem has to begin with the 
development of data that fully describe all of the dimensions of that 
problem. 

Although we have made remarkable strides in the past 20 years in 
developing such data, there, nevertheless, remain some significant gaps 
and significant questions which existing information does not permit 
us to answer. 

I don’t think that the examples that I am going to mention are ques- 
tions on which this committee can directly provide the answers, but I 
would hope that it perhaps might use its influence in getting the ap- 
propriate agencies and perhaps university research staffs to seek them 
out. 
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1. Unemployment data do not include all who need work 

To begin with, we can’t be sure that our unemployment data include 
all of the persons who actually want and need work. Since we require 
that a person be looking for work in order to be classified as unem- 
ployed, we don’t know how many persons want jobs but feel that active 
job seeking would be fruitless because of inadequate opportunity. Now, 
to be sure this is not a problem for the principal breadwinners of 
families, but it may be significant for so-called secondary workers. I 
wouldn’t want to leave the impression that the problem hasn’t been 
grappled with. The census has done so, but has at least tentatively 
concluded that it is not practicable to measure the number of such in- 
active unemployed at the present time. It would be desirable to ex- 
periment with types of questions to be used in surveys that might per- 
mit this kind of measurement. 


2. Need of unemployment data 

Another example: If unemployment data are to be used as an indi- 
cator of the health of the economy and of the degree to which ade- 
quate employment opportunities are being afforded to people who 
want them, a simple dichotomy between employment and unemploy- 
ment is not enough. We have to have measures of underemployment 
as well. To some extent we have this kind of measure, at least in 
terms of the numbers of persons who are working less than full time, 
although we don’t include them in our definition of unemployed. But 
we have no information at all about the problem of disguised unem- 

loyment, that is, situations in which individuals are serving in jobs 

low those for which their skills, training, and experience would 
qualify them. A machinist, for instance, who becomes unemployed 
and in desperation takes a job as a dishwasher, if you Will, is, in terms 
of current data, every bit as employed as he would have been had he 
continued to work as a machinist. 

There are very difficult conceptual problems, of course, in measur- 
ing disguised unemployment, and I don’t think personally that it 
would be practicable to have regular current information on its extent, 
but I do think it would be desirable to conduct special studies in par- 
ticular labor-market areas, perhaps at different phases of the business 
cycle and at different periods of time, in order to uncover the extent 
of this problem. 

3. Need of labor market unemployment 

One of the most obvious deficiencies in current data is the absence 
of reliable statistics on unemployment in local labor market areas. 
This is particularly serious in view of the obvious fact that unemploy- 
ment is not spread evenly throughout the Nation. The unemployment 
rate for the Nation as a whole may be and is quite deceptive when one is 
talking about particular areas. We have, to be sure, estimates of un- 
employment provided by the local offices of the public employment 
services in the various States, but these leave much to be desired. The 
sample of the Bureau of the Census is unfortunately not large enough 
to — estimates for these areas on the same basis as for the Nation 
as a whole. 


4. Characteristics of unemployment 


There is need also, for information on the characteristics of the un- 
employed, particularly the long-term unemployed. Here again we 
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have some data, as Professor Long’s testimony indicates. We know 
something about their demographic characteristics, but it would be 
useful cine also about such factors as the degree of proficiency of 
these long-term unemployed, about their alternative skills, about their 
physical and psychological characteristics, about their attitudes 
toward work and toward migration, and about their past work expe- 
rience. The determinants of the personal incidence of long-term 
unemployment might provide useful insights into the possibilities for 
remedial action. 

We need more information also, as distinguished from speculation, 
about the short-run consequences of automation. 

For both the level of employment and the composition of employ- 
ment there have been case studies of individual firms, but these are not 
enough. The indirect as well as the direct effects of automation need 
to be taken into consideration, as for instance, where an automated 
firm is able to maintain its employment, but as a result of increased 
productivity stops ordering from a previous supplier, so that 
unemployment there rises. 

These, it seems to me, are significant examples of types of informa- 
tion we yet need. They will permit us to sharpen some of our con- 
cepts and to understand better some of the sources and dimensions of 
the unemployment problem. 


IRREDUCIBLE MINIMUM UNEMPLOYMENT 


But in addition to the need for empirical information, there is an 
even more important need for us to think through carefully once 


again some of our concepts that are crucial to public policy in this 
area: the concept, for instance, of full employment, and the concept 
of frictional unemployment, that is the “irreducible minimum of un- 
employment” that is presumed to be inevitable in any dynamic 
economy. 

If this so-called irreducible minimum is conceived necessarily to 
include the pockets of see that develop in particular 


localities, and in particular industries and occupations as the result 
of structural changes in the economy, then we will probably have to 
reconcile ourselves to unemployment rates nationally of 4 to 5 percent, 
or perhaps even greater, as technological change accelerates. But 
the experience of other countries indicates that there is no reason for 
regarding such levels as inevitable. 


STRUCTURAL UNEMPLOYMENT 


There is, incidentally, a curious paradox in the usual analysis of 
frictional or structural unemployment. We regard these phenomena 
to result not from the fact that there are too few jobs, but from the 
impediments to matching pete workers and the available jobs. 
Frictional unemployment, in other words, occurs because workers who 
have for one reason or another been separated from jobs are unable 
immediately to find new ones, and there is a period of work seeking 
during which they are unemployed. 

Structural unemployment might from one point of view be con- 
ceived as a De iss 4 stubborn variety of frictional unemployment, 
in which the available jobs are in the wrong places or the wrong 
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occupations or the wrong industries in terms of the location and the 
work experience of the unemployed workers. 

But in both cases, it is immobility, that is, the reluctance or in- 
ability to make geographical or occupational changes or changes of 
ns that conceptually is at the root of the unemployment 

roblem. 

Y Now, here is the paradox that I speak of: As the result of theso 
considerations we regard immobility to be undesirable arid we lament 
the institutional arrangements that have developed in recent years 
that inhibit mobility; pension plans, supplemental unemployment 
benefits, et cetera. 

LABOR MOBILITY 


At the same time, however, we recognize that the degree of mobility 
in the United States, whatever has happened to it in recent years, is 
considerably greater than that in European countries, where, inci- 
dentally, there is a lower rate of unemployment and where, at least 
in some cases, the nations have been successful in reducing much 
further than we have this “irreducible minimum.” 


UNITED STATES AND FOREIGN UNEMPLOYMENT 


For instance, in the United Kingdom, the overall unemployment 
rate was 2 percent in 1958 as compared with close to 7 percent in the 
United States, and at no time since 1952 had it been any higher than 
this. In Sweden the overall rate was 2.5 percent, and since 1952 it 
had not been higher than 2.8 percent. 

Now, to be sure, some of these differences may be due to differences 
in the characteristics of the economy, to more rapid or more profound 
structural changes here than abroad. But some of them also are due 
to different institutional arrangements that prevail in those countries 
as compared with ours for dealing with the problem of structural 
unemployment. 

It seems to me, without going into detail now because time is short, 
that one of the very useful things that the committee might do would 
be to study intensively the kinds of programs that have been devel- 
oped in Great Britain, particularly, and also in Sweden, and perhaps 
in Switzerland, although I am not familiar with them there, for 
coping with the problem of structural unemployment, to see to what 
extent they might be applicable here. 

Mr. Haser. Thank you very much. 

Are there some short questions now, gentlemen ? 

Senator McNamara. Mr. Chairman, there has been reference made 
to the unemployment figures in Britain. We had some testimony on 
that yesterday indicating there was 2 percent unemployment in 
Britain. The record reflects at this point that the method of compil- 
ing the statistics is entirely different from ours, and this, in a large 
measure, accounts for the difference in unemployment figures. 

Is there any substance to that in the estimation of you experts? 

Mr. Parnes. There is no question about the fact that the methods 
of compiling the data in Great Britain are different from what they 
are here. Our figures are based primarily on household surveys, 
while theirs are based on the operation of their unemployment insur- 
ance system. But while it is quite conceivable that this results in 
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some difference in magnitude, it is not conceivable to me that the dif- 
ference between 2 and 7 percent would be attributable to this differ- 
ent method of obtaining the data. 

Senator McNamara. I think that is helpful. 

Chairman McCarruy. Senator Prouty 

Senator Proury. Mr. Chairman, I would like to thank Professor 
Parnes for his testimony. I am sure it is going to be very helpful, 
as is that given by the rest of the panel members. 


NORMAL UNEMPLOYMENT 


I have just one question: What do you consider normal ey 
ment in this country? I mean, what percentage of the total labor 
force, 3 or 4 percent ? 

Mr. Parnes. Senator, I have been reading the record of another 
committee hearing of which Senator Paul Douglas was chairman, and 
when various witnesses were asked that question, the chairman always 
warned that the witness answered at his peril. 

It depends, of course, on what one means by “normal.” A study 
done by Prof. Albert Rees at the University of Chicago, for instance, 
attempting to define the concept of full employment and to measure 
minimum unemployment, did it this way: He said what is the 12- 
month period since 1946 in which the unemployment rate was lowest 
in the United States, and I am not certain that I remember this ac- 
curately, but it seems to me that his finding was an unemployment 
rate of something in the neighborhood of 3 percent or under—does 
anybody else remember it ? 


Mr. Hanser. Yes, 3 percent or under. 

Mr. Parnes. Is this normal? I don’t know. Prof. Colin Clark 
has said that it might be preferable not to think in terms of the quantity 
of “normal” unemployment, or indeed, in terms of irreducible minima, 
but simply to get the rate down as far as possible. 

Senator Proury. I can’t challenge any statement = might make 


because when it comes to economics, I am just a babe in the woods. 
Thope I will learn something. 

Mr. Parnes. Sir, may I just add this: I intended to include it 
originally, and partially because of lack of time I stopped, but it 
seems to me to be appropriate here. 

I think that many of the questions with which the committee is 
concerned do not involve questions of fact or questions of technique, 
as much as they involve questions of value. Despite the inadequacies 
in existing data, despite the complexities of the problem, in the last 
analysis the real 2 lies in deciding what things we are willing 
to do, in order to meet the unemployment problem, and this depends 
upon how much of an evil we think ~epelepnanh is. In many cases 
it amounts to taking a gamble, perhaps, between the evil of unemploy- 
ment and the evil of inflation, and there are varying points of view on 
this. In many cases it may amount to forming a judgment as to the 
relative evils of Government regulation versus unemployment. 

The British, in reducing their unemployment rate to the levels 
which now prevail, have used a degree of government intervention 
that most of us would not be willing to contemplate, but my point is 
that here, as in all areas of public policy, there are conflicting values, 
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and I am not certain that economic competence, competence as an 
economist, is entirely relevant. 

Senator Proury. I am glad to hear you say that. 

Mr. Haser. Does any other member of the group wish to comment 
on Senator Prouty’s question as to the normal rate ? 

Mr. Long. 

Mr. Lone. I think, talking about the normal rate, that employment 
might be like talking about a normal death rate. There have been 
times in history when a certain death rate which we now regard as 
very high was accepted as normal, and I think in that spirit we 
ought to approach this problem of unemployment. 

I think most of the ways in which we have thought in terms of 
trying to get the unemployment rate down has been to operate on the 
demand side, through spending and other devices, but I think we are 
realizing the closer we get to this problem of unemployment, that 
most of the obstacles to reducing the rate of unemployment, getting 
a lower normal on the supply side. They are in the nature of the 
unemployed person, where he is, what kind of a fellow he is, and if we 
can deal with the problem that way, I think we can achieve much 
lower rate of unemployment. 

Mr. Hazer. I would like to call on Prof. John G. Turnbull from 
the University of Minnesota, who is going to speak on this very dual 
problem of demand as well as supply. 

Professor Turnbull. 


STATEMENT OF JOHN G. TURNBULL, PROFESSOR OF ECONOMICS, 
UNIVERSITY OF MINNESOTA 


Mr. Turnsuwu. Mr. Chairman, two preliminary comments at the 
outset. The first, I am an academic analyist, and not a public policy- 
maker. Neither am I an implementer, and hence, what I say will 
reflected in that, and secondly, I am not sure but what a good deal 
of what we are talking about today has not been discussed in the past 
at various other times and with various other committees, and I am 
not sure that one of the major functions or major function which this 
committee could fulfill is to put between two covers a summary 
of the information and which I have not seen brought together in 
integrated form. 

Chairman McCartuy. The Chair might interject that there is no 
rule in the Congress about holding duplicate hearings or hearing 
duplicate testimony, so you need not apologize for that. 

enator Proury. It might be a good thing on occasion. 

Mr. Turnsvtu. Being from a long line of cautious Scotsmen, I was 
a little disturbed that I was about to comment in a variety of ways 
on a variety of things which I have read in the past, and hence felt I 
was wasting society’s time, at least. 


EACH POSTWAR RECESSION MORE SEVERE 


Be that as it may, let me merely note at the outset it seems to me if 
you take a look at the records of the three post-World War II reces- 
sions, that each of them has been a little more severe than its pred- 
ecessors with respect to one or more of a number of different items. 
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For example, the severity of unemployment, I think has become in- 
creasingly greater as we moved from the 1948 to the 1957 recession. 

Secondly, the recovery of employment, and admitting Mr. Long’s 
statistical problem that may have been involved, has become increas- 
ingly prolonged. 

Thirdly, long-term unemployment has become more serious as we 
move from recession to recession, and I can’t help but believe that in a 
good many respects we are creating a new minority group, or perhaps 
new minority groups in terms of the unemployed characterized in a 
variety of ways as to age, color, education, and so forth. 


UNEMPLOYMENT PROBLEMS IN 1959 


Now, this leads me to believe, and this is a value judgment of the 
sort that Mr. Parness talked about, that as of this point in 1959, we 
have two problems which are before us, and two others which are 
possibly looming ahead of us. 


1. Insufficient demand 


The first, I would suggest, is that there is an insufficiency of aggre- 
gate demand for labor, or phrasing that a little differently, I think 
total unemployment is too high. If I am backed against the wall and 
asked to name a figure, I would be willing to do so, and I think a 
figure over 5 percent, for example, indicates an unsatisfactory level 
of prolonged unemployment. 


2. Chronic unemployment 


But within that category, I would suggest that we have a different 
type of specialized problem, the problem of localized unemployment 
where the rate may extend well beyond the 5 or 6 percent and move 
to much higher areas. 

For example, in July 1959, there were 46 labor market areas which 
had unemployment rates of 6 percent and more. Now, this localiza- 
tion may be geographical, and it may not necessarily be so. In 
cases where it is not necessarily so—agriculture, railroad, and so 
forth—I can provide cases in point, but it may well be as other speakers 
will talk, it will develop that it may well be localized, and I think in a 
sense we are breeding a new group of depressed areas, geographically 
speaking, and that no longer will New England be the only area which 
could have been categorized in this way. 


3. Innovations 


But I think that there are two problems which are looming on the 
horizon which may well create further difficulties in this area. One 
we have had some experience with before. I think the problem to 
which I am referring here is simply the problem which 1s involved 
in innovation, which at one and the same time perhaps solves prob- 
lems, the development of electronic industry in New England which 
in a good many respects has saved the Boston area, and at the same 
time this very technological development breeds, as you are well 
aware, its own unemployment problems, and I see no systematic dis- 
cussion of the role of innovation in term of job creation and job dis- 
turbance, at least not in modern terms. 
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4. Armament reduction 

Fourth, I think that a problem that is looming on the horizon is 
one which may be created through disarmament, and I think one of 
the areas to which the committee might address itself would be, sup- 
posing that we do succeed in the very laudable pur of reducing 
armament expenditures, can this be done without dislocations; if not, 
what sorts of positive action ahead of time might we develop in the 
way of public policy. 

It seems to me that given these problems, that we might well 
address ourselves, or the committee might well address itself, to 
seeking at least some synthetic treatment of possibility for their 


solution. 
ANALYSIS OF FEDERAL RESPONSIBILITY 


The problem of raising aggregate demand, I would like to see some 
further analysis of the Employment Act of 1946 and its role. But I 
think further that there is a good deal of work needed on structural 
readjustment, the localized unemployment, and the problems that are 
involved in increasing demand as against reducing supply. 

In the case of agriculture, I wonder, for example, whether it is 

sible to solve this problem through increasing demand, or whether 
it is not a case for the opposite approach. 

I, for one, would appreciate seeing between two covers a systematic 
treatment of the ways in which localized unemployment is created and 
the possibilities, both public and private, for its solution. 

Now, in closing, perhaps more gratuitous comments on what we 
might do, I would like to see first of all some study on the relationship 
between the aggregate demand for labor and its influence on structural 
unemployment, how much if any of these structural problems can we 
solve by maximizing employment opportunities. 

Two, as noted before, I think possibly some sort of systematic 
— on the causes and cures of localized unemployment may be 
useful. 

Three, a before-the-fact study of disarmament problems, and the 
impact on unemployment, and finally, the one that is not talked about 
at all, the role of unemployment insurance as a possible mechanism for 
seeking to get at some of these problems that are involved, let’s say, 
in the minority group of unemployment, the long-term unemployed 
group, and so forth, without going to the extent of making out a deal 
such as was done in England in the 1920’s: are there no other uses to 
which unemployment insurance can be put other than the customary 
belief that it is for the short term involuntarily unemployed. 

I think that these about summarize the comments which I would 
like to make. 

Mr. Hazer. Are there any brief questions of Professor Turnbull ? 

Senator Proury. Just to thank Professor Turnbull. I think the 
testimony we are getting is very helpful, and I look forward to read- 
ing the transcript. 

Mr. Haner. We have had a number of references to structural un- 
employment in stranded or distressed areas, and our next panelist, 
Prof. I. L. Herrnstadt, from West Virginia University, is going to 
discuss the development in that particular State, which is an excellent 
illustration of structural unemployment. 
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Professor Herrnstadt. 


STATEMENT OF I. L. HERRNSTADT, PROFESSOR OF ECONOMICS, 
UNIVERSITY OF WEST VIRGINIA 


Mr. Herrnstapr. Thank you. 


UNEMPLOYMENT 


West Virginia is more than simply an excellent example of struc- 
tural unemployment. I think it also illustrates many of the points 
that have been raised by the previous speakers. 


1. Causes 


The reasons for the high unemployment rate in the area illustrate 
the risk of overspecialization in a world in which change is rampant. 

They also illustrate an unfortunate interrelation of structural and 
cyclical changes in demand, income, and employment. 

First, the State’s industrial structure is particularly sensitive to 
cyclical downturns in the economy. Further, there is regional spe- 
cialization within the State to aggravate this concentration in particu- 
lar industries. If one industry in an area is hit, the entire area is 
hurt, since there are few jobs in other industries. 

Superimposed upon this cyclically sensitive specialization has been 
swift technological change, particularly in coal mining, where me- 
chanical loading has replaced hand loading. For example, in one 
coal county in the southern part of the State the annual output of 
coal remained constant over a 6-year—1950-56—period, but the num- 
ber of people employed in mining dropped about 50 percent. 

This is a rather sudden and drastic change for an isolated county, 
far from industrial areas, and one whose work force was—and still 
is an entire community—concentrated in mining. 

There have been other technological changes as well. Railroad 
dieselization has eliminated many repair and maintenance jobs. Cur- 
rently there is automation in the flat glass industry. In the future 
there probably will be more use of continuous mining, which further 
reduces manpower requirements in coal. There also may be less need 
for metallurgical coal for coking in the steel industry. 

In addition to specialization and rapid technological change, there 
have been changes in the structure of demand. The most notable has 
been the substitution of oil for coal. There are many reasons for this 
substitution, but I think the level of wages in the coal industry is 
probably one of the least important. 

Lastly, there are enduring conditions that militate against the im- 

portation of capital as well as the exportation of labor, another way 
of saying outward labor mobility. 
_ For many years West Virginia has been a low-income State. This, 
in turn, has meant an educational disadvantage. For instance, the 
largest proportions of the migrants from the State go to Ohio. Ac- 
cording to the 1950 U.S. Census of Population, the median educa- 
tional level of those 25 and older in West Virginia were about 2 years 
below those of 25 and older in Ohio. : 

Half the West Virginians 25 years and older in 1950 did not finish 
high school. As noted, migrating West Virginians presumably must 
compete for jobs with better educated Ohioans. 
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2. Labor migration 

Next I want to consider the inadequacy of relying predominantly 
upon automatic labor migration as a remedy for high unemployment, 
even though I have just spoken about it. 

West Virginia still has heavy unemployment despite an estimated 
net out-migration rate of 12 percent between 1950 and 1957. About 
240,000 people left the State over that period. There still is an 
unemployment rate of over 12 percent in the State. 

Capital imports have failed to create enough jobs to offset those lost 
in declining industries. The chemical industry, the major growth 
industry in manufacturing, offers relatively few new jobs. Moreover, 
new employers generally have preferred to hire young workers who 
already have jobs rather than hire the local unemployed. 

A local labor force could well increase the local unemployment 
rate shrink, but the absolute numbers unemployed remain constant 
or even rise. 

On the other hand, there has been a substantial increase in jobs 
in nonmanufacturing industries in the State, such as trade, govern- 
ment, various services, all of which require much different skills and 
different sorts of workers than do the coal mines, the railroads, or 
glassmaking. You do not ordinarily employ a former coal miner to 
sell behind the counter in a five-and-dime store. 

To some extent, labor migration means that existing social capital 
is underused. But this waste can be exaggerated, particularly when 
rural low per capital income areas are involved. Part of their trouble 
is that their low income has prevented the adequate development and 
maintenance of such social capital as schools and roads. Studies 
suggest that poor roads and schools discourage new industry or the 
expansion of old. 

Another disadvantage of relying chiefly on labor mobility as a 
cure is the difficulty the migrant has of gaining a permanent foothold 
outside the State or outside of his locality. There is some evidence 
that migrants tend to get the least desirable jobs in industrial areas. 
The jobs tend to be at the bottom of the job ladder, and possibly in 
industries on the low side of the area wage structure. 

Interarea mobility occurs chiefly among the “young,” those 18 to 
24 and 25 to 34. Not everyone will or can move without a consider- 
able emotional and economic cost to himself. 

However, there is little information about the migrant’s relocation 
problems. A worthwhile study would be gathering and analyzing 
the experience of migrants, not only the personal costs of moving but 
the difficulty of obtaining work in and in becoming adapted to a 
new area. 

3. Incidence of unemployment 

The amount and duration of unemployment falls on relatively few. 
They bear the brount of economic change and disruption. 

Technological change in mining benefits the economy as a whole. 
But the people who have made this change possible by not resisting 
it do not necessarily share in the gains. Rather, many of them 
suffer instead. 

In West Virginia, coal miners, particularly those 45 and over, are 
among the groups with the heaviest unemployment. New labor force 
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entrants, typically the young, who have left school or just graduated, 
have a difficult time in finding work in the State. 

Unskilled and semiskilled manual workers and those with spe- 
cialized skills are other hard-hit groups. Lastly, particular localities 
and communities, particularly those in coal-mining areas, also suffer 
disproportionately. In turn, local professional and businessmen 
become underemployed and find their capital underused. 

It is important to note, however, that this catalog of the hardest 
hit involves double counting. For example, the unskilled, the semi- 
skilled, and those with specialized skills often are miners, although 
other occupations also are included. On the other hand, the young 
labor force entrant is unlikely to be included as a miner, but he is 
heavily represented among the unskilled. 


4. Better measures of unemployment 

I would like to endorse the statement that better data is needed to 
show the extent by which labor resources are underused. 

In West Virginia, for instance, we do not know much about partial 
employment (short hours or intermittent work), particularly in min- 
ing; how much is due to a redistribution of jobs and output from small 
to large mines, how much is due to union policy, where the union or 
the members themselves prefer to lay people off rather than share 
the work. In the long run layoffs rather than short time probably 
isa very desirable policy ; in the short run it could aggravate matters. 

In West Virginia we know little about those who remain out of 
the labor force or permanently leave the labor market because of poor 
job opportunities. It is no accident that the United Mine Workers 
have a 60-year-old retirement age. 

Moreover, the labor force participation rate of women in the State 
is well below the national rate for women. I suspect this is due 
partly to the predominantly rural nature of the State. There are 
relatively few clerical jobs and relatively few manufacturing jobs 
for women. 

We do not know how many really have the ability to train for better 
or higher paying jobs, and who would be willing to do so, given the 
chance. Here is an untapped reserve at a time that we insist we need 
more professional and technical people. 

We need more complete idsal eidentdtaiies and labor force data. 
Even in the depressed areas where the need for knowledge is greatest, 
we do not have monthly data about the labor force, the number un- 
employed, and their composition. What we have is crude, no more 
than rough estimates and hunches, and made infrequently. 


5. Recommended studies and solutions 

I will conclude with some recommendations. I already have men- 
tioned one: a study of the experience of migrants from the depressed 
areas. 

Another one might be the effect of company hiring standards on 
the reemployability of workers, and on their motives for or against 
moving. Is it age per se? Is it lack of skill? Is it lack of adapt- 
ability, including educational levels? 

Third, how will future changes in the labor force, say, those that 
are predicted for the 1960’s, aggravate the problem? We will have a 


47557—59—pt. 1-18 





188 UNEMPLOYMENT PROBLEMS 


relatively large influx of young people. In a depressed area this will 
indeed aggravate the problem, unless there is a substantial increase in 
new industry. 

Fourth, we might profitably study how occupational choices are 
made, particularly decisions about areas in which a person intends to 
settle permanently. Many people leave West Virginia to work, but 
they return the first chance they have to get a decent job here. Con- 
siderably more might be done counseling high-school students about 
job opportunities. Local schools and local employment-service offices 
might develop joint programs. 

What about quantifying the costs of specialization rather than 
the benefits? We hear much about the latter, very little about the 
former. 

We should develop a packet of tailormade, special remedies for 
different groups and areas. I think this is important because different 
groups and areas have different problems: their unemployment has 
different causes. 

Finally, is it not possible to have what could be named a severance 
pay retraining fund financed by a payroll tax, such as is unemploy- 
ment compensation, administered like unemployment compensation, 
but an independent fund with distinctive eligibility requirements? 
These might include exhausting one’s unemployment benefits, and then 
remaining unemployed, say, for a specified period thereafter, during 
which an attempt is made to find suitable work. That experience 
might make one eligible for severance and retraining benefits. 

Senator McNamara. Thank you, Professor. 

Mr. Haprr. Are there any questions ? 

Senator McNamara. Senator Randolph has some questions. 

Senator Ranpoirm. Professor Herrnstadt, I did not note any bio- 
graphical material on your background and experience. I noted it 
onthe others. Isithere? Pardon me. 

How long have you been at West Virginia University ? 

Mr. Herrwstrapr. One year. 

Senator Ranponrn. Have vou had the opportunity to study during 
that period of time the problems that you speak about today ? 

Mr. Herrnstapr. Oh, yes. 

Senator Ranpotpu. In West Virginia ? 

Mr. Herrnstapt. Yes. 

Senator Ranpotew. Thank you, sir. 

Senator McNamara. Professor Haber? 

Mr. Haser. I will call on Prof. Richard Wilcock, of the University 
of Illinois, who is going to discuss some technological changes he has 
been studying and how the labor market functions in relation to those 
changes. Professor Wilcock. 


STATEMENT OF RICHARD WILCOCK, UNIVERSITY OF ILLINOIS 


Mr. Wucocs. Thank you. 

While I agree in principle with the testimony this morning of Mr. 
Barkin that we probably have enough facts about unemployment to 
take various remedial measures without further study, I think you 
would agree with me that further studies of specific problems and 
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problem areas would contribute to more efficient steps toward remedy- 
ing the problems. 

1 would like to use as a case example the experience of one com- 
munity which I studied under a University of Illinois contract. 


CASE STUDY OF CHRONIC UNEMPLOYMENT 


The University of Illinois had a contract with the Bureau of Labor 
Statistics to,study the impact on a local community which had a his- 
tory of chronic unemployment, the impact of a major plant shut- 
down, and I think, although this is one case study, the findings of this 
study show a pattern of labor market behavior that is so similar to 
other areas of chronic unemployment, that some conclusions can be at 
least tentatively made that you will find the same kind of worker be- 
havior in many areas. 

The differences, it seems to me, between areas of chronic unemploy- 
ment are largely differences in industrial structure rather than differ- 
ences in labor market behavior of workers. 

The particular community studies was in southern Illinois, which 
is one of those regions in the country which has had a history of 
chronic unemployment resulting from declining industries and 
inadequate industrial base. 

There are no large cities in the area outside of the East St. Louis 
area, but this is also typical of many of the areas of substantial labor 
— in areas of relatively small population. 

he study examined the effect on employment, on employment of 
the work force of the major employer in the community after it shut 
down, the effect over a period of 214 years. 

— most effect was the long-term unemployment of many of these 
workers. 

Senator Prouty. May I interrupt you there, Professor ? 

Mr. Witcock. Yes, sir. 

Senator Proury. Was this basically a one-industry town ? 

Mr. Witcock. Yes. This is an example of a one-industry town, 
but I should modify it to say one large industry and a number of 
smaller industries, but one employer dominating the situation. 


IMPACT OF PLANT SHUTDOWN 


There were some 2,000 workers involved in the layoff when this 
plant closed, and more than half of them were out of work 6 months, 
with about a third of them out of work a year or longer. 

Some 80 percent used unemployment insurance, and more than 
half of the total exhausted their unemployment insurance benefits in 
the years immediately following the shutdown. 

Now, in employment, the result seemed to be that approximately a 
third of these workers were able to find employment in the locality, 
almost all of them in nonmanufacturing, and many of them with self- 
employment on small farms with a subsistence income. 

Imost all of them made major industry and occupational shifts 
resulting in substantially lower earnings than they had earned with 
the manufacturing company. 
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Another third, roughly, of this work force were 214 years later 
still unemployed, but were severely underemployed, that is they 
were—I classify in this group those who really had a subsistence in- 
come level or had left the labor force, and quite a few of those who 
had left the labor force were under 65 years of age, and left, as Mr. 
Long suggested, through discouragement, that is, they just gave up 
looking for work. 

Now, the remaining one-third are those who migrated. 

The most interesting fact about this study was that almost half of 
those who took jobs in other labor market areas kept their homes and 
their families in the local community. These are sometimes described 
as long-distance commuters, or they can be described, as they were 
called locally, out-of-town workers. 

They kept their homes, but their jobs were 75, 100, maybe 200 miles 
away. 

Obviously, they wanted to return to their hometown, and my view 

is that the most important conclusion of this study is that the great 
majority of these workers wanted employment in their hometown 
aioe than employment elsewhere, and many of them, gentlemen, 
either did not want to or could not find jobs in other areas, and these 
are some of those who were mentioned earlier, the older workers, and 
for this ei it started at the age of 45, and the workers with less 
than an eighth-grade education and who had been in the lower skilled 
jobs. 
; I will not take any more time on the results of the study. I do 
have reprints of a report on the study which I can make available to 
anyone who is interested, and the Bureau of Labor Statistics is about 
to publish a full report in a special bulletin on this study which 
should be out very shortly. 


SELF-HELP NOT ENOUGH 


I would like to comment just very briefly on the value of this kind 
of case study. 

I think my guess would be that you would not find great differences 
in worker behavior from community to community, that is, this home- 
town attachment is strong in every community, reluctance to move 
away, give 4 all of the personal family ties, and to sell their home, 

0 


usually at a loss, because of the depressed conditions, and so on. 

I think the area here that needs the most research is on why employ- 
ers do not move into these areas where you have labor surplus 
conditions. 

This particular community made, I think, as valiant an effort as 
any other community to attract industry, and without any great 
success. 

What are the reasons for this? The workers in this community 
went so far as to set up their own organization and to offer, the unions 
got together, and—not the unions themselves, but the union members, 
got together apart from their unions, and set up their own organiza- 
tion and agreed even on a particular wage for a period of 1 year in an 
effort to attract industry, and there were also other groups in the com- 
munity trying to attract industry. 
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I think more study can be used on the influence and importance of 
unemployment compensation in these areas. 

It is certainly important as a way of tiding over the workers for a 
period of time, and when I interviewed workers about this, many of 
them mentioned that it did help them in their job search in other areas, 
but generally it was inadequate to finance long trips to other com- 
munities looking for work, which raises the question, as has 
mentioned by others, that some kind of allowances for job search and 
for moving of families can be important, although I would not advo- 
cate any attempt to force workers out of communities because I think 
the best social and economic approach is to bring industry into the 
community rather than to make workers move out. 

I think we could learn more about what the flow of workers is that 
does exist into and out of these communities, and I believe that the 
Bureau of Old Age and Survivors Insurance data could be used to 
good effect since some, I believe, 90 percent of workers are covered by 
social security, and these data could be used to find out to what extent 
labor mobility does work in the direction of solving the problem. 

The appearance seems to be that labor mobility by itself cannot 
solve the problem of structural unemployment, but to the extent that 
it can help solve the problem it certainly can be encouraged, and we 
should know more about the migration of workers within the country. 

Mr. Haser. Are there any questions? 

Senator McNamara. I have no questions. 

Senator Proury. Professor Wilcock, did your studies indicate the 
reason why the plant closed in this particular community ? 

Mr. Wixcock. This was not part of the formal study. But, as is 
often the case, there were many factors involved, but I think the 
major one was eee change, obsolescence. 

It was complicated by the fact that this particular company, in 
attempting to diversify its business, diversified itself right out of its 

articular product; it was making freight cars and gave up making 

reight cars, as well as giving up this particular plant, and no other 
freight car manufacturer was interested in this plant because it was 
obsolescent. 

Senator Prouty. Then the plant was not locally owned, I assume? 

Mr. Wixcock. It was not. It had at one time been locally owned, 
but like many other locally owned companies, had become a part of a 
national concern. 

Senator Proury. Thank you. 

Mr. Haser. Our final panelist is not a professor, although we would 
welcome him into the ranks. 

Mr. Barr. Thank you, Bill. 

Mr. Haser. William Batt, Jr., who is secretary of the Department 
of Labor and Industry in the State of Pennsylvania, who is going to 
talk about the Pennsylvania problem and, perhaps, take up some of 
the questions which Senator McNamara asked about retraining earlier 
intheday. Mr. Batt. 

Senator McNamara. This is not a horrible example for the unedu- 
cated person, is it ? 
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STATEMENT OF WILLIAM BATT, JR., DEPARTMENT OF LABOR AND 
INDUSTRY, STATE OF PENNSYLVANIA 


Mr. Barr. Thank you very much. 

I could not help but think as the panel outlined all the studies, 
that one unemployment problem which you might have solved here 
this morning, if no other, is the problem of unemployment of pro- 
fessors in universities. But, as I pursued that further, of course, I 
suspect it would be similar to some other problems we find, and that 
is if you were to undertake to set on foot all the studies you would 
probably find a dearth of men adequately qualified to do it, and a 
real shortage of the skills required, and you would not want to give 
the word to the people who were unskilled enough to make the studies. 


NEEDED ACTION—NOT FURTHER STUDIES 


I would like to suggest, to follow up a line that has been suggested 
by one of our previous speakers, that there is a great deal of, un- 
doubtedly a great deal of, analysis and further knowledge we need 
in this. 

As a matter of fact, I was amazed when taking this job in Penn- 
sylvania about 2 years ago, although I have spent my life in the field 
of unemployment, that there was so little expertise among the aca- 
demic resources of the Commonwealth in the problem of unemploy- 
ment. 

This we are trying to solve by getting a lot of studies done on 
some of these areas. But I would like to restrict my comments, 
if I may—we are getting late—to primarily a problem of area un- 
employment, not that the problem of cyclical unemployment in the 
Nation as a whole is unrelated, it is very directly related because, 
of course, these areas of chronic unemployment with which we are 
so familiar in our State become more so in a period of national 
unemployment. 

In the last year, for example, in 1958, we had one area, Union- 
town, a soft coal area down near West Virginia, which suffered 
unemployment of 25 percent of the labor force. 

We had a number of areas which had unemployment of 20 and 
15 and 10 and 12 percent of the labor force. So when the things get 
bad in the country they get worse in these areas of chronic unem- 
ployment. 

Let me just—at the same time, although I do not, as I say, want 
to underemphasize the academic area of additional studies and ad- 
ditional research, because we do need to know more about this prob- 
lem, I do think for purposes of public policy we know plenty, and 
we have got a very substantial experience we can draw on to establish 
public policy. 

As a matter of fact, whenever we launch any additional study in 
one of our areas of surplus unemployment, surplus labor, the area 
Jooks at us with a jaundiced eye and says, “We are studied blind; 
I mean, don’t send any more people in to study us.” 

There are, as I say, still areas we do not know enough about: 
that is correct. 
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UNEMPLOYMENT IN PENNSYLVANIA 


The problem of area unemployment is, I suppose, the most critical 
in our State, and it is the one to which we direct most of our atten- 
tion at the State and community level because, of course, the problem 
of cyclical unemployment, we feel, is your baby, at the national level. 
This is a national problem with which we cannot cope with much 
in the State, and we are interested primarily in public policy and in 
public programs. 

Our State is, I suppose, as good a State as any to study area un- 
employment in because we have more of it than any other State 
in the Union. 

We have it primarily, as you folks know—Senator McNamara, 
you had long hearings up in many of our areas that our folks still 
talk about—but we have it not only in the eastern end of our State, 
where our heavy unemployment is the result of the really tech- 
nological change and a change in markets from people using anthra- 
cite coal to heat their homes with gas and oil—we have it in the 
central part of the State, in areas like Altoona, which is a techno- 
logical change, not a market change, demand change, but a tech- 
nological change, where the automotive power for railroads was 
radically shifted, in a minor revolution, industrial revolution, from 
steampower to electric and diesel power, and the skills were not 
needed of men who knew how to build locomotives and repair loco- 
motives. 

Then, in the southern, southwestern part of the State we have, of 
course, the problem of soft coal, which has been very well outlined by 
our friend from West Virginia, which is a combination of decrease 
in demand and of an enormously increased technology and ways of 
extraction of coal. 

The one thing I do want to touch on that concerns us about this 
problem of area unemployment is that it gets lower, it gets more 
severe in every succeeding recession, not only in the individual areas 
but, I suppose, as a concomitant of that it gets rougher in the State 
as a whole. 

We had unemployment last year. We have charted this as far back 
as our statistics go, which is just back to the end of World War II, 
and we see that every succeeding valley is lower than the one before it 
in the State, and our last valley, the middle of last year, 1958, got 
as high on a statewide basis as 12 percent of the labor force. 


COST OF UNEMPLOYMENT 


Now, this is costing us a whale of a lot of money to subsidize this 
unemployment. It costs us in unemployment insurance alone, it costs 
the unemployment insurance fund, which is administered by our de- 
partment, $400 million in the course of one single year in one single 
State to, in effect, subsidize this unemployment, and this, of course, is 
without the cost of public assistance, which also went up, and yet 
does not also include the costs, these indirect costs which are very 
difficult to measure. 
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COMMUNITY SELF-HELP 


What has been done? Well, Senator Prouty talked about what has 
been done in Vermont, in the very enterprising group that I am 
familiar with, as a matter of fact, I worked with when I was in the 
Federal Government, in Burlington, and we have, of course, done 
fantastic jobs in our communities, primarily the eastern and central 
part of the State. 

But in the western part now, Mr. Barkin mentioned earlier hun- 
dreds of thousands of dollars. He understated the figure by a zero or 
two. Scranton alone has collected $4 million. These are enormous 
amounts of money for towns—a town the size of Pottsville, with 
20,000 people, has collected over $1 million in free money, completely, 
not loans of any kind. 

Altoona is now on their third million dollars of contributions from 
local people. 

What for? Well, the only thing which they are doing is trying 
to speed the transition from a mining economy to a manufacturing 
economy. They found the same experiences, I suppose, as the British 
found, that you have got to bring in new jobs, and the only place we 
know to get new jobs, outside of the service industries, which depend 
in large part upon the growth of manufacturing industries, is to 
bring in new manufacturing industries and to speed that process by, 
in our case, the pattern which has been worked out by the building 
of shell plants, developing a planned industrial district, and making 
the shell plants available to new industry on very attractive terms 
financially. 

These are modern one-story plants in planned industrial districts. 
This, I think, is a large part of the solution. Whatever anybody that 
I have been in contact with all over the United States starts out with, 
they all come back to something of this character, shell plants and 
— expansion in planned industrial districts to help new industry, 

elp attract new industry, to help broaden and diversify the base of 
the economy to help by bringing in new manufacturing jobs, which 
help to make new jobs for the service trades. 


STATE ASSISTANCE IN DEPRESSED AREAS 


Now, to help these communities along the State has done what is 
generally, I think, accepted in industrial development circles as one 
of the most ambitious developments in any State in terms of we were 
asked—we went around and asked these communities what kind of 
help—we worked this out with the utilities and railroads very closely 
and we, in effect, do two things. 

One, we help develop new prospects, new industrial prospects, by 
a national advertising program, and help bringing in industry in that 
fashion, attracting industry to the State; and, secondly, we—and 
many of these industries, of course, want to pay their own way en- 
tirely, want to build their own plants and want to go into areas other 
than these surplus areas, but in addition for all those surplus labor 
areas we do help them finance new plants to bring in new industry, 
that is, the State. 
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The State has put about $10 million into that so far, and has asked 
now for an additional $10 million out of the legislature which is now 
in session and considering that request. 5 ; 

The pattern generally is we do not finance machinery, we just 
finance the building itself. “> 

The State puts up—the first mortgage is, in almost every case, ob- 
tained from local banks or a combination of local banks if the one 
bank cannot handle it. 

If the local banks cannot handle it then they go very often to a 
nearby city, Philadelphia, Pittsburgh, to those banks, and they put 
up a first snoraeg of 50 percent on the building; the second mort- 
gage is taken by the State for 30 percent, and the equity capital, and 
the ownership remains in the local industrial development corpora- 
tion, which comes to 20 percent of the total cost of the building, of 
the building alone. 

The oat money is put usually at a figure of 2 percent. 

As I say, this money is usually loaned to them or given to them for 
free by the community, by the citizens of the community, very often 
the working people, on a basis of contributions from their pay en- 
velopes, and this local rate of 2 percent is matched by the State, very 
typically, making a 2 percent rate, and the bank rate is 5 percent, 
making the rate on the entire loan something between 2 and 5 percent. 

We find that the combination of an available labor force with a 
lot of skills, and modern one-story plant space in planned industrial 
districts all, always available in the sense that we are always build- 
ing these plants before we have any customers for them, the commu- 
nity takes that risk on a shell basis, so you can go into a plant very 
quickly on the basis of long leases, and we find that this is a very fine 
attraction for new industry and has brought in some very substantial 
industries of absolutely blue chip by any standard, Chrysler among 
others, and Eberhard Faber and a number of national names who have 
come into these areas under this kind of a loan program. 


ARE PLANTS LURED FROM OTHER STATES? 


Senator Proury. Mr. Batt, may I interrupt you at this point, 
please ? 

Mr. Bart. Yes, sir. 

Senator Proury. How many of these plants which you have at- 
tracted as a result of your very laudable efforts, moved from other 
places? Are there cases where a plant has shut down in one State, in 
another State, and has moved into Pennsylvania? 

Mr. Barr. Yes, sir; there are. There are some, and this is—they 
would, however, move anyway. ‘These are plants which, in most 
cases, are in congested areas of Brooklyn or in some cases that come 
into the anthracite counties. 

I would say some small proportion, not small proportion—we do 
not know, but it is somewhere between 20 to 30 percent of these are 
outmigrants completely from the State in which they are located, 
but they would outmigrate somewhere because they are growing con- 
cerns in every case, and they have outgrown the loft usually in which 
the company was born. 
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They are young companies in many cases, and very often in similar 
cases they are migrating to New England, but they have to find more 
space, and they are looking for more space, and there are a number of 
them who want to be within that genera] Eastern market area up 
there. 

Senator Proury. By decreasing employment in one area, are we 
not adding to it in another? 

Mr. Barr. This, sir, is, of course, in some part true. But we have 
found in a study that was made by the Federal Reserve Bank of New 
York of a situation in Brooklyn, that these people who were laid off 
in that labor market area did not remain unemployed very long; 
that is, if you are unemployed in a tight labor market today, like 
Lancaster, you do not have much of a problem getting another job. 

So that 1 would say, however, that the outmigration problem, of 
course, is—no one has ever suggested that the Federal Government 
involve itself in helping to finance plants which would outmigrate. 

There are, according to—who is it who makes these estimates, not 
Dun & Bradstreet—McGraw-Hill, I guess—that there is something in 
the neighborhood of—also SEC and the Commerce Department— 
there is in the neighborhood of new capital formation, $30 billion 
being invested in new plant and equipment every year, and we once 
estimated in the Labor Department that something under $10 billion 
of that, something between $6 and $10 billion of that, in a normally 
prosperous year in this country goes to new plants at new locations, 
and a very small proportion of that is channeled into areas of surplus 
labor, in other words, taken, if it were to go into the areas where 
the labor is rather than where the labor is not, it would solve our 
area unemployment problem in the United States, and take off our 
backs this enormous subsidy which we are now, in effect, paying to 
maintain these people in idleness. 

Just briefly, if I may touch on the human end of this: The point 
has been made here very effectively, by Professor Long and others, 
that we have talked about increasing demand for people almost ex- 
clusively in this field in the past and, perhaps, too much. 

We found—we have done an awful lot in this field, but we feel 
there is an enormous potential in making the labor force, that is the 
unemployed, more employable. 


VOCATIONAL REHABILITATION 


We have wonderful experience in this rehabilitation work where 
we take people up off their backs and help them become self-support- 
ing and self-sufficient people, learn new skills, and become dues-pay- 
ing members of our society. This experience can be adapted to human 
beings who are perfectly well, who have not had the bad luck to break 
a limb. 

One of our local vocational training outfits which I must mention 
to you, technical school, Williamsport Technical Institute, does a 
wonderful job for us. It is basically a vocational training school at 
Williamsport, Pa., helping rehabilitate these injured workers, and 
helping to rehabilitate silicotic miners who have been put on the shelf 
by any standards, helping them become self-sufficient and dues-pay- 
ing members of society. 

We feel that much more can be done. 
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In the bottom of the recession in our state, with 500,000 people out 
of work, there were 30,000 jobs we cannot find people to fill in our 
State, with as severe unemployment as any State in the Union... And 
you can, I am sure, look at West Virginia, and you can look at Michi- 
gan, you can look at the top of Minnesota there, where we have such 
heavy unemployment, and [ will just bet that there are jobs that you 
cannot fill in the bottom of the recession, with enormous unemploy- 
ment levels where you had them. 

We feel there is much more that can be done, much more that can 
be done by the communities, by the States, and by the Federal Gov- 
ernment is not only bringing in new industry, in helping attract new 
industry, and we would—I would like to take this opportunity to 
strongly endorse the approach of the Douglas bill or something very 
much like it which we feel is the most important single piece of legis- 
lation to our State before the Congress, but also to—and, as a matter 
of fact, as envisioned in that bill, helping qualify the labor force and 
improve them, their skills, whether they be older workers, Negroes, 
people with outdated skills, our unskilled, these young unskilled 
people which worry us enormously, to equip the labor force better 
to fill the jobs that are available, and to become more competitive in 
the jobs that are available in this country. 

Chairman McCarrny. Thank you. 

Professor Haber ¢ 


STATEMENT OF WILLIAM HABER, PROFESSOR OF ECONOMICS, 
UNIVERSITY OF MICHIGAN 


Mr. Haser. Thank you very much. 
UNEMPLOYMENT INSURANCE RETRAINING 


On this last point, Senator McCarthy, I would think the committee 
would explore the extent to which unemployment insurance benefits 
can be tied in to retraining. 

In my own State, where we spent something like $350 million in 
1958 in benefits, I think we provided for the retraining of two people. 

Originally, when conceived, it was hoped that unemployment in- 
surance benefits could be geared for such a program, and I am not 
too worried, Senator McNamara, about what you are retraining them 
for. 

The nature of the changes in our industry requires us to have better 
trained people, and some of the big penalties being suffered by those 
who have no training at all at either end of the scale, whether adult 
or youth, is an area worth exploring. There is not too much experi- 
ence with this in the United States. There is more experience with 
it in England, for example, and perhaps someone who has some in- 
timate familiarity with this problem could prepare for this committee 
& memorandum or proposal which could be subjected to more analyti- 
cal analysis by your own staff. 


DANGER OF GROWING CHRONIC UNEMPLOYMENT 


I just wish to conclude on behalf of the panel, gentlemen, by say- 
ing that speaking for myself, at least, it 1s my conviction that we 
have a danger of creating a chronic: unemployment problem if we 
accommodate ourselves to 3 million unemployed in boom times such 
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as these. There is no simple formula for dealing with it. There is 
hardly any easy answer to any of these probelms, and I need not tell 
practical men like yourselves that simple statement. Part of our job 
and part of our problem is the technological change which is taking 
place at a more fantastic rate than we have been accustomed to. 

We shall invest $33 billion in capital and plant equipment in 1959 
and rate of displacement is apparently larger than the rate of 

owth. 

\ahendion, we have got not only a problem of technological dis- 
placement in railroads, in autos, in mining and other industries, but 
also to pay attention as to whether the rate of economic growth takes 
care of both displacement and an increased labor force due to popu- 
lation increase. 

Our second problem, on which three of our panelists have given a 
discussion, are these nee situations, whether at West Virginia or 
Pennsylvania or Michigan or New England or wherever it is, and 
these are not recession problems nor postrecession problems. Some 
of them have been with us for a couple of decades, and here is where 
we are creating a hard core chronic unemployment group, and I have 
no simple formula, gentlemen, for that a a oy That is the function 


of this committee, and I am sure that members of this panel will be 
happy to be of further assistance whenever you think we can do so. 
i cietan McCarruy. Well, thank you, Professor Haber, and 
members of the panel. 
If there is no objection from the committee or from the members of 
the panel, we will hold an informal conference in room G-216 at 
wa meg pd 2:30. 


enator Hartke. Mr. Chairman, is there any chance at all before 
we go into conference that I could get two answers to two questions? 
I would particularly like to direct two questions to Mr, Batt. 
Chairman McCarruy. I am sure we can take time for two questions. 
We will make it an hour and a half from the time that Senator 
Hartke’s questions have been satisfactorily answered. 


LABOR COSTS DO NOT CAUSE UNEMPLOYMENT 


Senator Harrse. I do not want to delay you, but since we have in 
this dynamic America evidently created a new class of so-called un- 
touchables, called the necessary evil of inevitable unemployed, Mr. 
Batt, I would like to know whether you agree with the evidence which 
has been presented to the committee that the most dangerous threat 
to high employment is the rising trend in labor costs. 

Mr. Barr. t do not agree with that at all. I do not agree with it at 
that again? 

Senator Harrxe. This is the evidence, and I quote directly : 

The most dangerous threat to high employment is the rising trend in labor 
costs. 

Mr. Barr. I do not understand that, Senator Hartke. What is 
all. I do not think Henry Ford would, who instituted the $5 day. 

Mr. Haser. We will have to qualify that, unless higher costs are 
vitiated through increased productivity, and this $33 billion we are 
talking about is partly designed to take care of higher costs. Unless 
we increase productivity to deal with that, then you have got a prob- 
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lem. But I do not think that American experience—and with wages 
having gone up, labor costs have gone up; so has employment, which 
proves the falsity of the assumption in your question, 

Senator Harrxe. I would like to have had answers on this from 
all the panelists, but I guess the chairman has sort of pushed me. 

Chairman McCartuy. We can get answers this afternoon, 

Senator Harrxe. I understand, but I have no fear—this statement 
was made by Mr. George Hagedorn. This is a concluding paragraph 
in his statement, in his summary, in which he makes this statement: 

The most dangerous thre. t to high employment is the rising trend in labor 
costs. 

And that is, in substance, what he contends that this committee should 
be left with, that evidence. 

Senator McNamara. What union did he represent? 

Senator Harrxe. This happens to be a closed union. It is the 
National Association of Manufacturers. 

The other question I have is this, Mr. Batt, and I had hoped again 
to get at all the panelists: The statement, as evidenced in this hearing, 
that. some forms of unemployment may be a positive economic good. 

Mr. Barr. I am out of sympathy with that statement, too. I think 
that is grossly incorrect. I would like to know the context in which 
it was stated. 

UNEMPLOYMENT AS A POSITIVE FACTOR 


Senator Harrxe. I am sure you can find the context; it is part of 
the record and statement which is available. 

But I do think that you people who have no direct interest in this 
matter should have the opportunity to comment on these two asser- 
tions which have been made here and that they should not be to a 
closed-door meeting. 

I am frankly one who feels that one of the big problems we have 
is psychological, and I would like for the American people to know 
the truth about this problem. I would like to have them know the 
truth about this problem which I would call a new class of 
untouchables. 

Mr. Barr. I think probably what has not—those concerned about 
unemployment, Senator, perhaps, have not suggested, perhaps their 
appeal or their concern has been couched too much in humanitarian 
terms, and they have not succeeded in dramatizing the high cost of 
subsidizing this unemployement. In sheer dollar terms it costs us 
hundreds of millions of dollars a year to subsidize what I would call 
unnecessary unemployment by sheer subsidy, that is, money which 
is paid out and paid out and paid out again, when it seems to us that 
by investing a very small proportion of that money, and investing 
that money in the good investments, that are good enough for the 
banks of Philadelphie, that these people could be given productive 
jobs and become taxpaying members of society, and this load, this 
subsidy, would be off our backs. 

I think it can be put in straight dollar terms, that it is to solve un- 
employment which is a cheap, fine investment, a gold-edged invest- 
ment, a gilt-edged investment, and one of the things that we ought 
to undertake in strict dollar terms, totally apart—in the interest of 
economy in Government—totally apart from any humanitarian con- 





200 UNEMPLOYMENT PROBLEMS 


siderations at all, and I think, of course, in the economy in that part 
of Government where taxes are paid, mostly by the business commu- 
nity, like the unemployment insurance tax. 

Senator Harrxe. That is right. The least expensive method would 
be to put them back to work. 

Mr. Barr. That is the least expensive method. 

Senator Harrxe. I know you are all hungry. 

Senator Proury. Mr. Chairman, I was not here yesterday, but I 
have just seen the statement to which Senator Hartke has referred, 
and I think it should be pointed out that this gentleman said, in 
effect : 

Unemployment may be (1) a positive economic good, (2) a necessary evil, 
(3) an unnecessary evil. 

Then he went on to suggest the advantages of freedom to pursue an 
occupation of one’s own choosing, and said that the high degree of 
mobility among younger workers seeking to better themselves and 
to find the right niche increases the unemployment statistical count, 
but we would hardly call it a problem. That is what he said. I do 
not wish to take issue with this gentleman. I just thought, perhaps, 
the whole thing should be in the record. 

Senator Harrxe. Yesterday we had quite a discussion on this, 
Senator Prouty, and I do think if there is any positive economic good 
in unemployment in any form that somebody ought to be apprised 
of it because I, frankly, have met these people face to face. I do not 
know whether you have or not, but I have met them face to face in 
an administrative capacity, where a man has been out of work and he 
is able bodied and he wants a job, and he does not know where to get 
one. And the facts are today there is not a city in the United States 
where there is a labor shortage, and there is no place to go. 

Mr. Haner. Is it not true, Senator Hartke, that it is never a posi- 
tive good to the unemployed ? 

Senator Harrke. That would be my contention. 

Mr. Hazer. If it is, as Senator Prouty said—quoted 

Senator Provry. I am quoting; I am not saying this. 

Mr. Hanser. As he quoted, then, that person should not be classified 
as “unemployed.” 

Senator Harrxe. That is right. 

Mr. Haser. We are talking of involuntary unemployment. We 
are not talking of people who want the freedom to take time off. 
Nobody is opposed to that freedom, and I think it would be a tragedy 
in this country if we did not permit people who did not want to work 
not to do so. 

We are talking about people who do want to work, and for them a 
positive good can only be used in terms of somebody else’s good, not 
theirs. 

Senator Harrxre. You mean when he has to go to the welfare de- 
partment and beg for food ? 

Mr. Hazer. That is not a positive good. 

Senator Harrxe. When he does not have enough clothes to send his 
schoolchildren to school, without having them being chided or looked 
down upon. 

Mr. Haner. That is the greatest demoralization in our society; let 
us face it. 
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Senator Harrxe. That is right. If you want to get rid of some of 
your juvenile delinquency, that would be money well spent. 

Mr. Haber. That is right. If you want to destroy the relationship 
between children and parents, have the parents unemployed and lose 
status in the eyes of the children. I speak, Senator, from some ex- 
perience. I was State emergency relief administrator in the State of 
Michigan when 1 million people were on public welfare of some kind 
during the depth of the depression. 

Senator Harrke. With due respect to my distinguished colleague 
and my good friend, the chairman of this committee, I would just 
have hoped that we could have gotten a little bit more comment from 
some of the others upon some of the other testimony given because I 
do think you people are approaching this thing without any bias, 
without any prejudice, and for the best interests of the country. 

I would hope so, because I honestly respect the educational pro- 
fession of our country in such a fashion. 

I know there is room for honest differences of opinion, but there 
is no room to my way of thinking to feel that, for example, a state- 
ment could have validity that there could be a positive economic 
good for a man to be out of a job. 

Thank you. 

Mr. Haner. Speaking for my panel, Senator McCarthy, without 
consulting them, we can return to the committee and be of help, and 
we will be glad to do so. 


SENATOR PROUTY’S UNEMPLOYMENT INSURANCE BILL 


Senator Proury. Mr. Chairman, may I point out that I, too, feel 
that unemployment is never good for the country and certainly not 
for the individuals affected ? 

I might suggest also that 2 or 3 years ago I introduced a bill in the 
House, and although it did not get very far, this bill would have raised 
unemployment compensation during high level unemployment. I 
think this is vastly superior to the law presently in force, and I am 
happy to say that my State of Vermont, at the last session of the legis- 
lature, put through a State plan which was based on my suggestion. 
I think this is going to be very helpful to the working people of 
Vermont. 

I have just one more question I would like to address to Mr. Batt, 
although it makes no difference who answers it. 

In the case of a large industry which increases its productivity to 
such an extent that it can increase wages, there is no problem there. 
But does that have an effect upon employment generally throughout 
the country in the case of industries which cannot do that or in the 
case of service trades and that sort of thing? Does it not have some 
effect on overall employment? 


WAGES AND PRODUCTIVITY 


Mr. Barr. When, Senator? You mean when wages go faster than 
productivity ? 

Senator Proury. Yes. One big company can do it, and it does not 
affect it. But the mere fact that that company increases wages is 
going to inspire other union leaders working for other companies to 
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demand raises, perhaps, or force other manufacturers to increase wages 
far beyond the increase in productivity. ‘ 

Mr. Barr. I have never seen any analysis of business failures to see 
how many were caused by wage increases, but there may be some cases. 
But I think on balance in our history of collective bargaining that the 
wages have probably been forced up by the strong, economically 
oriented unions, and that the increase in the wage bill has forced, in 
some cases, certainly an increase in productivity to pay that wage 
bill and to keep competitive, so that it is 

Senator Prouty. Exactly. 

Mr. Barr. It would be one chasing the other. It is sometimes hard 
to tell which is in front, but I think the net benefit to the United States 
of an aggressive union movement, as distinct from some countries 
where the union movement has been, let us say, politically oriented 
primarily and not economically oriented, I think the United States, 
as a whole, has very much benefited by having a strong union move- 
ment which has tended to force prices up. 

I do, though, Senator, want to comment on your bit about unemploy- 
ment insurance, in the work of the unemployment insurance systems. 

I do feel that this committee should spend some time, and we have 
not done it justice—I think Bill would be the first to recognize that 
we have not done justice to the potentialities in improvements in the 
unemployment insurance system and as a method of helping provide 
a solution to unemployment. 

There are, as you know, many theorists who feel that the so-called 
built-in correctives like the unemployment insurance system, may 
be one of the principal counterrecession programs you have got in 
the Federal Government or we have in the States that just operates 
more or less automatically, and there are certainly ways which, per- 
haps, it could operate even better than it does. 

We feel, living with the system as we do, areas in which it could 
be vastly improved as a counterrecession measure, totally apart from 
its humanitarian aspects, and the employment service system which, 
of course, is intimately connected with the unemployment insurance 
program can be immeasurably improved and can make a very real 
contribution to the problem of unemployment with which you gentle- 
men are concerned. 

Senator Prouty. It probably would not increase productivity, but 
it certainly maintains purchasing power. 

Senator Harrxe. Senator McNamara, Senator Randolph suggests 
for the sake of the record that he should clarify or I should clarify 
my statement by saying that the statement I was reading that the 
most dangerous threat to high employment came from Mr. Hage- 
dorn; that the other statement which I read, that all three forms of 
unemployment may be a positive economic good was by Mr. Fackler 
of the chamber of commerce, so there can be no question about it. 

Chairman McCarruy. Thank you, An informal conference will 
be held for Senators and professors who want to attend. 

(Whereupon, at 1:30 p.m., the committee recessed to reconvene at 
10 a.m. on Wednesday.) 
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WEDNESDAY, OCTOBER 7, 1959 


U.S. SENATE, 
Spectra, CoMMITTEE ON UNEMPLOYMENT PROBLEMS, 
Washington, D.C. 

The special committee met, pursuant to recess, at 10:20 a.m., in 
room 318, Old Senate Office Building, Washington, D.C., Senator Eu- 
gene J. McCarthy, chairman, presiding. 

Present: Senators McCarthy, Hartke, Randolph, and Cooper. 

Also present : Lawrence C. Merthan, staff director; Samuel V. Mer- 
rick, counsel; Sar Levitan, research director; Frank V. Cantwell, as- 
sistant research director; Harold Brown, assistant to administrative 
director; Peter M. Gentilini, assistant to staff director; Diane Divers, 
clerical assistant; Mary Frye, clerical assistant; Patricia Harford, 
clerical assistant ; and Elvera Bendit, clerical assistant. 

Chairman McCarruy. The committee will be in order. 

The Chair will announce that Senator Cooper of Kentucky has sent 
word he will be here within a few minutes. 

Our first witness will be Mr. James M. Robertson, Special Assistant 
for Labor Surplus Programs. 

Mr. Robertson. 


STATEMENT OF JAMES M. ROBERTSON, SPECIAL ASSISTANT FOR 
LABOR SURPLUS PROGRAMS, OFFICE OF THE ASSISTANT SECRE- 
TARY OF DEFENSE 


Mr. Rosertson. Mr. Chairman, I have a statement which I trust 
Imay proceed to read. 

Mr. Chairman, and members of the committee, on behalf of the 
Department of Defense, I am pleased to have the opportunity of ap- 
pearing before your committee to discuss our programs relating to 
labor surplus situations and unemployment. 


AREAS COVERED BY TESTIMONY 


There are three specific areas in which we understand your com- 
mittee desired to be informed about our Defense policies or proce- 
dures. They are as follows: 

1. The authority for and background of preference awards of con- 
tracts for firms in areas of substantial labor surplus. 

2. Steps taken by the Defense Department to lessen the impact of 
Defense decisions adversely affecting employment. 

3. Whether the Defense Department has authority to place con- 
tracts with a firm or firms to replace canceled Defense business, 


203 
47557—59—pt. 1——-14 





204 UNEMPLOYMENT PROBLEMS 


DEFENSE MANPOWER POLICY NO. 4 


Taking up these subjects in the order given, the authority for pro- 
viding special consideration to firms in areas of substantial labor 
surplus stems from Defense Manpower Policy No. 4, issued by the 
Office of Civil and Defense Mobilization. This policy was issued in 
March 1952 and was revised in November 1953. I have a copy of this 
policy available for the record, if you desire to have it. 

Chairman McCarruy. I appreciate getting it. 

(The document referred to is as follows :) 

IV—Man-DMP-4 (Revised) 
November 5, 1953 


EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF DEFENSE MOBILIZATION 
DEFENSE MANPOWER Poticy No. 4 (REvISsED) 


Subject: Placement of Procurement and Facilities in Areas of Current or 
Imminent Labor Surplus. 
I. INTRODUCTION 


The aim of the mobilization program is to develop and maintain the necessary 
military and economic strength to carry out the policy of the United States to 
discourage and, if need be, oppose acts of aggression and promote peace. 
Success of the mobilization program requires efficient use of all our resources, 
including manpower and facilities, which are preserved through practice of the 
skills of both management and workers. 

A primary aim of Federal manpower policy is to encourage full utilization of 
existing production facilities and workers in preference to creating new plants 
or moving workers, thus assisting to maintain economic balance and employment 
stability. When large numbers of workers move to already tight areas, heavy 
burdens are placed on community facilities—schools, hospitals, housing, trans: 
portation, utilities, etc. On the other hand, when unemployment develops in 
certain areas, unemployment compensation costs increase and plants, tools and 
workers‘ skills remain idle and unable to contribute to our mobilization program. 

Full utilization of the skills or facilities available in less concentrated in- 
dustrial areas also assists in making our productive resources less vulnerable 
to the possibility of attack. 

II. PURPOSE 


It is the purpose of this Defense Manpower Policy No. 4 to direct attention to 
the potentialities of areas of substantial labor surplus, hereafter referred to as 
labor surplus areas, for the placement of procurement contracts or the location of 
new plants or facilities, and to assign responsibilities to specified departments 
and agencies of the Government to carry out the policy stated below. 


Ill. POLICY 


It is the policy of the Federal Government to encourage the placing of 
contracts and facilities in areas of current or imminent labor surplus, and to 
assist such areas in making the best use of their available resources in order to 
achieve the following objectives: 

a. To preserve management and employee skills necessary to the fulfillment 
of Government contracts and purchases; 

b. To maintain productive facilities ; 

ec. To improve utilization of the Nation’s total manpower potential by making 
use of the manpower resources of each area; 

d. To help assure timely delivery of required goods and services and to 
promote readiness for expanded effort by locating procurement where the needed 
manpower and facilities are fully available; and 

e. To reduce the vulnerability of defense related and essential civilian 
industries to air attack in the event of war. 
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IV. IMPLEMENTATION 


By virtue of the authority vested in me by Executive Order 10480 and to 
supplement the National Manpower Mobilization Policy of January 17, 1951, and 
Defense Manpower Policy No. 1 of August 2, 1951, and to carry out the purpose 
and policy objectives set forth above, the following assignments of responsibilities 
are made to the specified departments and agencies of the Government: 

A. The Department of Labor shall— 

1. Classify areas having a current or imminent substantial surplus of labor, 
under standards to be established by the Secretary of Labor. 

2. In cooperation with the States and labor surplus areas, provide labor 
market data and related economic information in efforts to assist in the initiation 
of industrial expansion programs in these areas. 

3. Identify skills which are in surplus supply within such areas and make this 
information available to firms requiring such skills and interested in establishing 
new plants and facilities. 

4. Identify occupations and skills for which labor will be needed by new or 
expanding industries, and in collaboration with other governmental agencies 
make assistance available to area institutions and manpower users in developing 
on-the-job apprentice or other training programs for developing skills of the 
workforce. 

B. All procurement agencies shall— 

1. Use their best efforts to award negotiated procurement contracts to con- 
tractors located within labor surplus areas to the extent that procurement 
objectives will permit; provided, that in no case will price differentials be paid 
for the purpose of carrying out this policy. 

2. Where deemed appropriate, set aside portions of procurements for negotia- 
tion, at prices no higher than those paid on the balance of these procurements, 
exclusively with firms located in classified labor surplus areas; provided that a 
substantial proportion of the production on these contracts will be performed 
within labor surplus areas. 

3. Assure that firms in labor surplus areas which are on appropriate bidders 
lists will be given the opportunity to submit bids or proposals on all procurements 
for which they are qualified and on which small-business joint determinations 
have not been made. Whenever the number of firms on a bidders list is excessive, 
there will be included a representative number of firms from labor surplus areas. 

4. In the event of tie bids or offers on any procurement, award the contract to 
the firm located in a labor surplus area, other things being equal. 

5. Encourage prime contractors to award subcontracts to firms in labor surplus 
areas. 

6. Cooperate with the other agencies listed herein in achieving the objectives 
of this policy. 

C. The Department of Commerce shall— 

1. Through its field offices, assist manufacturers in labor surplus areas in ob- 
taining information on probable Government procurement needs and procedures 
to be followed in submitting proposals. 

2. Render technical assistance to labor surplus areas and organizations in 
such areas desirous of diversifying their economies by developing and expanding 
industry. 

D. The Small Business Administration shall— 

1. Make available to small-business concerns in labor surplus areas all of its 
services, endeavor to insure opportunity for maximum participation by such 
concerns in Government procurement, and give consideration to the needs of these 
concerns in the making of joint determinations with Government procurement 
agencies. 

E. The Regional Defense Mobilization Committees shall— 

1. Coordinate the field activities of their member agencies in carrying out 
the purpose of this policy and make recommendations to their member agencies 
in carrying out the purpose of this policy and make recommendations to their 
member agencies on additional activities to achieve such purposes. 

F. There is hereby created within the Office of Defense Mobilization a Surplus 
Manpower Committee: 

1. This Committee shall be chaired by the Assistant Director for Manpower of 
the Office of Defense Mobilization and shall include representation from the 
Department of Defense, including the three Military Departments, Department 
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of Commerce, Department of Labor, General Services Administration, and Small 
Business Administration. 

2. The Committee shall advise the Director of the Office of Defense Mobiliza- 
tion and its member agencies on policies, procedures, and activities in existence 
or needed to carry out the purposes of this policy. 

3. When an entire industry, which sells a significant proportion of its produc- 
tion to the Government, is generally depressed or has a significant proportion of 
its production units located in areas of substantial labor surplus, the Committee 
may make appropriate recommendations relative to that industry in lieu of recom- 
mendations relative to specific geographical areas. In such cases, after notice to 
and hearing of interested parties, the Director of the Office of Defense Mobiliza- 
tion will give consideration to appropriate measures applicable to the entire 
industry. 

G. All agencies assigned responsibilities under this policy shall submit quar- 
terly reports on their activities in connection therewith to the Office of Defense 
Mobilization, and shall submit such additional information as may be necessary. 

H. All existing Notifications of labor surplus areas under Defense Manpower 
Policy No. 4 are hereby superseded by the list of areas classified by the Depart- 
ment of Labor pursuant to this revised policy. Pending their review by the 
Surplus Manpower Committee, Notifications Nos. 38, 39, 53, 57, and 58, dealing 
with the placement of procurement with the textile, shoe, apparel, shipbuilding, 
and petroleum and petroleum products industries, are continued in effect to the 
extent that they are not inconsistent with this revised policy. 

I. This revised policy shall take effect on November 5, 1953. 


ARTHUR S. FLEMMING, Director. 


IV—Man-DMP-4 (Revised) 
Amendment 1 
July 27, 1955 
EXECUTIVE OFFICE OF THE PRESIDENT 


OFFICE OF DEFENSE MOBILIZATION 
DEFENSE MANPOWER Poticy No. 4 (REVISED) 
Amendment 1 


Subject: Placement of Procurement and Facilities in Areas of Current or In- 
minent Labor Surplus. 

1. Defense Manpower Policy No. 4 (Revised) (18 F.R. 6995), issued by this 
Office under date of November 5, 1953, is hereby amended by revising Paragraph 
B.2. of section IV to read as follows: 

“B.2. Where deemed appropriate, set-aside portions of procurements for nego- 
tiation, at prices no higher than those paid on the balance of these procurements, 
exclusively with firms located in classified labor surplus areas; provided that a 
substantial proportion of the production on these contracts will be performed 
within labor surplus areas; provided further that firms which are located in 
areas not classified by the Department of Labor shall be eligible for participa- 
tion in set-asides if these firms submit a certificate obtained from the local Em- 
ployment Security Office that a substantial labor surplus exists in the area in 
the area in accordance with standards prescribed by the Department of Labor.” 

2. This amendment is to take effect on July 27, 1955. 


ArgtTHuR S. FremMmine, Director. 


Mr. Rosertson. Implementation of this policy is set forth in the 
Armed Services Procurement Regulation in part 8 of section I. 
There are two specific ways in which preference can be given to firms 
in areas of substantial labor surplus. One is the favoring the labor 
surplus firm in the case of a tie bid. (Normally in a tie-bid situation 
a drawing is held to determine who gets the award.) 

The other is the setting aside of portions of proposed procurements 
for placement with firms in labor surplus areas at prices no higher 
than those paid on the non-set-aside portion. This procedure is fol- 
lowed to assure that no price differential is being paid for the purpose 
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of relieving economic dislocations. Section 623 of our Defense Ap- 
propriation Act prohibits such payments. 


APPLICATION OF THE POLICY 


While Defense Manpower Policy No. 4 has been followed in the 
Department of Defense since its inception, the degree to which it has 
been applied has varied in general ratio to the amount of ———— 
ment. Early in 1958, when the number of areas of substantial labor 
surplus designated by the Department of Labor rose sharply, the As- 
sistant Secretary of Delanm leeste and Logistics), took several ac- 
tions designed to give emphasis to this program. These actions in- 
cluded the following : 

1. Requirement in supply contracts of $5,000 and over of a clause 
in which the contractor agrees to use his best efforts to place subcon- 
tracting requirements with firms in areas of substantial labor surplus. 

2. Policy decision that wherever there was a choice between making 
a set-aside for small business and making a set-aside for firms in labor 
surplus areas, the latter would receive preference. 

3. Policy decision that in the award of a partial set aside for firms 
in labor surplus areas, first priority would be given to small firms in 
such areas. 

The volume of preference awards, both in number and in dollar 
volume, rose considerably after these actions were taken. A chart has 
been prepared to show preference awards to firms in areas of substan- 
tial labor surplus as well as the total flow of awards that went to these 
areas. Awards made in such areas by the normal procurement proc- 


esses naturally exceed preference awards. Copies of this tabulation 


are available for the record. 
(See table 11 on p. 221.) 


DEFENSE PROCUREMENT POLICIES TO LESSEN UNEMPLOYMENT 


Mr. Ropertson. The second area of interest to the committee con- 
cerns steps taken by the Defense Department to lessen the impact of 
Defense decisions adversely affecting employment. 

Changes in defense requirements occasionally result in inactivations 
and cutbacks of Government-owned establishments or in terminations, 
cutbacks or stretchouts of procurement contracts. These actions may 
have significant employment effects. The Defense Department recog- 
nizes a responsibility for helping to ease the resulting employment 
dislocations. It has therefore issued two policies which are applicable 
throughout the military establishment. 


1. Cutbacks of Government establishments 

The first policy covers inactivations or cutbacks of Government 
establishments which result in civilian personnel reductions. Under 
this policy, the military departments are directed to effect advance 
planning in order to absorb the required reductions to the fullest 
practicable extent by reassignments and normal attrition. The mili- 
tary departments are also required to give notice as early as prac- 
ticable, both to the affected employees and to the local State employ- 
ment service office. 
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Finally, all.other military installations in the area must give con- 
sideration to qualified personnel who have been, or are about to be, 
displaced by reduction in force before employing any personnel from 
other sources. 

2. Cutbacks in private establishments 

The second policy covers cutbacks resulting in release of contrac- 
tor personnel in privately owned or operated establishments. Here, 
the procurement authorities of the military departments have been 
instructed to urge contractors to give prompt notice to the local State 
employment service office in the event of terminations or cutbacks 
involving release of substantial numbers of personnel. This pro- 
cedure is beneficial to all concerned. The contractor is told that the 
employment service is prepared to assist toward alleviating his per- 
sonnel problem by providing prompt placement service and prompt 
service on unemployment insurance claims. 

Additionally, as stated in our armed services procurement regula- 
tion, the employment service will be in a better position to discharge 
its responsibilities for helping other contractors to meet their unfilled 
manpower requirements. 

I have copies of each of these policy documents and, with your per- 
mission, will present them for the record. 

(The documents referred to are as follows :) 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D.C., August 16, 1957. 
Memorandum for the Assistant Secretary of the Army (Logistics), the Assistant 
Secretary of the Navy (Material), the Assistant Secretary of the Air Force 
(Materiel). 
Subject: Relations with the U.S. Employment Service on procurement cutbacks. 

The Department of Defense has received a number of representations from 
labor unions, chambers of commerce and other community groups on procure- 
ment adjustments resulting in significant displacement of manpower and com- 
munity dislocation. 

The general governmental responsibility for alleviating the manpower effects 
of procurement adjustments can be exercised most effectively by encouraging 
contractor cooperation with the local State employment service offices. Accord- 
ingly, contractors should be urged to extend the cooperative relationships 
established in accordance with section 12-104 of the Armed Services Procure- 
ment Regulations so that in the case of a significant cutback or rescheduling 
of a contractor’s workload which involves release of a substantial number of 
contractor personnel, the contractor would give prompt notice thereof to the 
local State employment service office. The employment service is prepared to 
assist the contractor in alleviating his personnel and public relations problems 
by providing prompt placement service and prompt service on unemployment 
insurance claims to displaced employees. Additionally, the employment service 
will be in a better position to discharge its responsibilities for helping other 
contractors to meet their unfilled manpower requirements. 

It is requested that appropriate procurement and contracting officials be expe- 
ditiously informed of the foregoing. 

W. H. Francis, Jr. 


Number 1410.1 
Date August 15, 1957 
ASD (MP&R) 
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DEPARTMENT OF DEFENSE INSTRUCTION 


Subject: Basic policies governing actions resulting in civilian personnel 
reductions. 
1, PURPOSE 


A. Shifts in mission, fluctuations in workload, deactivation of installations, 
reductions in appropriations, and other such occurrences will from time to time 
involve shifts in civilian personnel and reductions in civilian strength at activi- 
ties of the Department of Defense. 

B. It is the purpose of this instruction to reaffirm the policies of the Depart- 
ment of Defense which govern such situations so as to minimize insofar as 
possible the adverse effects upon affected personnel. 


It. POLICY 


A. Sound relations with its employees require that Department of Defense 
decisions which are to result in reductions in civilian strength or shifts of 
civilian personnel from one location to another be characterized by : 

1. Advanced planning; 

2. Adequate and as early as practicable notice to affected employees, appro- 
priate Government agencies, and interested employee and civic groups; and 

3. Assistance to affected employees in securing further employment. 

B. Advanced planning shall include full consideration of accomplishing re- 
quired reductions in strength to the fullest practicable extent through reassign- 
ments and absorption through attrition, to minimize insofar as possible the 
extent to which reduction in force actions are required. 

C. Notice shall include the following : 

1. Information to all affected employees as to the nature of the action to be 
taken and the reasons therefor. Every effort will also be made to supply this 
same type of information to the national officers of employee organizations 
known to have members in the affected activity, and to the local officers of such 
organizations at the affected activity. This is particularly important where an 
installation is to be closed or a substantial number of employees are to be dis- 
placed or moved to another location. These officials can be helpful in answering 
questions raised by their members and in combating rumors which arise in the 
absence of facts. 

2. Information to local State employment service offices to include earliest 
practicable advance notice of numbers and kinds of employees to be affected, 
particularly if any sizable cutbacks are involved. 

8. Information to the U.S. Department of Labor regarding employees to be 
displaced, as required to assist that agency in discharging its responsibilities 
under the Federal unemployment compensation program. 

4. Information to local chambers of commerce and other local civic organiza- 
tions, particularly where the closing or moving of an installation or activity, or 
the displacement of substantial numbers of employees, are involved. Assistance 
of such organizations is invaluable in organizing and conducting programs to 
find employment for employees who may be displaced. 

‘ = ae to affected employees in securing further employment shall 
include: 

1, Compliance with practices and procedures required by regulations of the 
Civil Service Commission governing reductions in force. 

2. Consideration by all military department installations in a local area of 
qualified career and career-conditional employees of other military installations 
in the area who have been or are about to be displaced by reduction in force, 
before employing any personnel from other sources. Local commanding officers 
will be responsible for supplying to each other all information necessary to 
comply with this requirement. 

3. Cooperation with local State employment service offices in supplying in- 
formation concerning affected employees, in publicizing to employees the facilities 
and services available through local State employment service offices, and in 
iy employees to use such facilities and services to the fullest practi- 
cable extent. 
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4. Cooperation with local officials and civic groups to the fullest practicable 
extent in arranging special counseling and placement programs for affected em- 
ployees and providing to employees information regarding such programs and 
local job opportunities. 

Il. IMPLEMENTATION 


Copies of regulations implementing this instruction will be furnished to the 
Assistant Secretary of Defense (Manpower, Personnel, and Reserve). 


W. H. Francis, Jr., 
Assistant Secretary of Defense 
(Manpower, Personnel, and Reserve), 

Mr. Rozertson. Through Department of Labor channels, all public 
employment offices throughout the country have been informed of 
the foregoing Department of Defense policies. Our information is 
that these policies have been working out effectively in the field. In 
cases of larger cutbacks at both Government-owned and contractor 
activities, the establishments concerned have often furnished desk 
space to recruiters of other local or out-of-area employers who inter- 
view the displaced employees on the spot. We have been gratified 
by reports of other effective and locally adopted actions to carry out 
the spirit of these Department of Defense policies. 


OFFSETTING TERMINATED WORK 


The third specific area of interest concerns the question of whether 
the Defense Department has authority to place contracts with a firm 
or firms to replace canceled Defense business with such firm or firms. 

There is no ret authority or practice of placing new work for 
the purpose of offsetting terminated work. The impact situations 
which have occurred are generally the result of changes and adjust- 
ments in major weapons programs necessitated by technological ad- 
vances that will improve our military posture. In such decisions the 
mission of providing for the national security must always take prece- 
dence. Nevertheless, the continuing heavy placement of defense busi- 
ness acts in some cases to offset the effect of contract terminations. 
To the extent that we have requirements within a firm’s capability and 
are prepared to make awards, it would be normal for us to offer a firm 
that had received a contract cancellation or a severe downward adjust- 
ment an opportunity to compete for the business. 

This concludes my statement. I shall be glad to try to answer any 
questions you may have or to furnish any further available informa- 
tion which may be helpful in your investigation. 

Thank you. 

Chairman McCartuy. Thank you, Mr. Robertson. 

Senator Randolph? 


SUBSTANTIAL LABOR SURPLUS ACTS 


Senator Ranpoten. Mr. Robertson, in your statement you speak of 
Defense Department action in early 1958 when the number of areas 
of substantial labor surplus designated by the Department of Labor 
rose sharply. You set forth the fact that the Assistant Secretary of 
Defense ‘eely and Logistics) took several actions designed to give 
emphasis to this program. 
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Would you be helpful to the committee in indicating what, in your 
thinking, is a substantial surplus labor area? 

Mr. Rosertson. Yes, sir. 

That is established by the Department of Labor, not by those we 
have in Defense. If the unemployed labor force in a given area—and 
they prescribe the areas—is about 6 percent, and will be for a fore- 
seeable time, then they establish or designate it as an area of substan- 
tial labor surplus. 

They categorize one from 6 to 8.9 percent asa D area. It is an E 
area if it is from 9 to 11.9 percent, and it is an F area if it is 12 
percent and above. 

I mention those because they do designate them by categories but 
we treat all D, E, and F areas alike. We treat them all equally as 
areas of substantial labor surplus. 

Senator Ranvotex. In West Virginia, as you know, our rate of 
unemployment at the present time is well over twice the national 
average. You do know that, sir? 

Mr. Rosertson. Yes, sir. 

Senator Ranpotpn. And I think it is important that we continue 
to think, insofar as possible, in terms of contracts—where they can be 
consummated effectively—being placed in such areas. 

That is all, Mr. Chairman. 

Chairman McCarruy. Senator Hartke? 


NEGOTIATED CONTRACTS 


Senator Hartke. Mr. Robertson, in regard to your defense con- 
tracts generally, what percentage of them, in your opinion, dollar- 
wise, are made on a negotiated basis ? 

Mr. Rosertson. Probably 85 percent. 

Senator Harrxe. 85 percent on a negotiated basis rather than on a 
competitive bid ? 

r. Ropertson. Rather than by formal advertising. 

Senator Hartke. Pardon me? 

Mr. Ropertson. Rather than by formal advertising. 

Senator Harrxe. Yes. 

And in this negotiation, of course, you are negotiating with various 
suppliers all over the country; is that right? Is there any attempt 
made at dispersal? In other words, is there any attempt made in the 
consideration of these bids to have a general nationwide coverage as 
far as application of bids is concerned ? 

Mr. Sianeeen. Yes, I would say price and all other factors con- 
sidered, we certainly take dispersal into account. 

Senator Harrxe. But there has been a rather high concentration in 
certain geographical areas. 
on Rosertson. Yes, but price has been the ruling factor, by and 

rge. 

enator Hartke. This is becoming more and more a subject of 
discussion with the Defense Department as a result of the continua- 
tion of a number of labor surplus areas throughout the Nation, and 
they particularly point this out to yen) do they not? 

Mr. Ropertson. Yes, we have had comments along those lines, 


certainly. 
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Senator Harrxe. All right. 


DISTRIBUTION OF NEGOTIATED CONTRACTS 


What steps has the Department taken, if any, to take into account 
these complaints that there has not been a fair distribution on nego- 
tiated contracts ? 

Mr. Rosertson. Or for that matter, they could contend a fair distri- 
bution on any of the contracts. As a general rule, we award our 
contracts to business wherever it may be. 

Now, we recognize that we have areas of substantial labor surplus, 
and we try to use the provisions of DMP-4, which we have tried to 
do at our very best level to get as many dollars into those areas as we 
could. 

When we have made our record to show the total contracts of $10,- 
000 or more that go into these areas with or without preference, the 
total that goes in there pretty well represents the industrial capability 
of the area, so far as Defense is concerned. 

I think our records and our reports show that there is a tremendous 
flow all over the country, both in labor surplus areas and elsewhere, 
of our Defense contracts, and without any obvious indication of pref- 
erence or trying to designate them by areas. 

Senator Harrke. Well, assuming there is no preference, there has 
been, in fact, a definite concentration. You will agree to that; will 
you not ? 

Mr. Rosertson. Yes, Sir. 

Senator Harrxe. And do you think that this is good for the econo- 
my of the country, generally speaking ? 

Mr. Ropertson. That is a difficult one to answer, Senator. That 
becomes an economic question as to whether it is good for the country. 
It probably is an automatic result of trying to find capable producers 
to turn out what we need to provide for our national defense. To 
the extent we have considered it good for the national economy, I 
don’t think I am really prepared to answer that one. 

Senator Harrxe. If it would be developed as a result of these hear- 
ings or other hearings, or of information that could be supplied, that 
in fact other areas of the country could be competitive on an equal 
basis, would the Defense Department be willing to make an adjust- 
ment of their present policy of concentrating the location of their 
contractual awards? 

Mr. Ropertson. I don’t think any change in policy would be neces- 
sary if they are competitive. 

Senator Harrke. Well, I say, if it should develop, though that in 
these other geographical areas, particularly in those in which there 
is a labor, substantial labor surplus, that they, in fact, could come 
up with actual competitive prices, and if it also developed that there 
was not a fair distribution at the present time, would the Defense 
Department be willing to change their policy in this regard? 

Mr. Rosertson. I contend it would not be necessary to change it, 
Senator. 

Senator Harrxke. Let’s take out the word “change.” Would they 
be willing to make such adjustments to avoid the concentration and 
to have a more fair distribution of the defense contracts ? 
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Mr. Rosertson. Well, I think to answer that question, I would say 
that if there are areas where there are firms with capability and price, 
all they need to do is compete for the business we have. Even our 
negotiation is competitive. But they could do it now. 

Senator Harrxe. All right. 

In the question of capabilities, is any consideration given to the 
size of the potential awardee ? 

Mr. Rosertson. The size of the company ? 

Senator Harrxe. In other words, do you give any consideration to 
particularly small business corporations, or is there a tendency more 
and more on the part of the Defense Department to award these con- 
tracts to those who previously had them, and to continue building up 
or pyramiding certain corporations ? 

Mr. Roverrson. No. I think we have striven very hard to break 
out our contracts so that we can set them aside for small business, 
which is in a very heavy volume, as you know, which tends to defeat 
the very point you are talking about. 

Senator Harrxe. And if the facts could be determined and shown 
otherwise, would you be willing to adjust your policy to make for 
greater accommodation of so-called smaller industries throughout 
the United States? 

Mr. Rosertson. Well, as to changing again, I think we have such 
policies now, Senator. 

Senator Harrke. I say, assuming that the facts should develop 
otherwise ? 

Mr. Rovertson. Well, I certainly would say we would look aw- 
fully hard at it if you could bring up any facts otherwise. 

Senator Hartke. Well, assuming that there were facts that would 
develop showing otherwise, just making that assumption without 
agreeing that it is true; I am not trying to put you in a position of 
saying that is true, 1am making it an assumption. 

Assuming that it is true, would the Defense Department be willing 
to adjust their policies, assuming that that would be true, without 
admitting the truth of it at this time, would you be willing to make 
such adjustments in your negotiated arrangements, in your negotiated 
awards ¢ 

Mr. Rozertson. I am sure we would take such facts as came to us 
and take a look at our policy with a view to changing it to take care 
of any situations which arise. 

Senator Harrkxe. But you don’t agree there would be a change 
made; you would just take a look ? 

Mr. Rorertson. Yes, sir; I can’t agree to a change because I would 
have to look at the facts, what they were that required a change. 

Senator Harrker. I was assuming the facts that would show that 
there was absolutely at the present time—that the consideration was 
not given, was not being given to smaller people who have the capacity, 
and who can come on in on a competitive arrangement as far as nego- 
tiation is concerned. 

Assuming those things are true, would you be willing then to adjust 
your policies to accommodate that situation so that there would be a 
tendency to eliminate this concentration in certain one industries or 
certain large industry corporations? 
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Mr. Rosertrson. We feel that is what we have now, Senator. I 
can’t see that we would have to change it. 

Senator Harrxe. Can you assume with me for a moment that you 
have not, and I mean without your agreeing that it is true? 

Mr. Rozertson. All right, I will go along. 

Senator Harrxe. All right. Let’s assume for the moment, without 
saying it is true, and if the facts should develop that my assumption 
is correct, would you then be willing to change the policy if those facts 
would develop accordingly ? 

Mr. Rozertson. Well —— 

Senator Harrxe. In other words, all I am trying to find out is 
whether or not you have a policy of not giving consideration to 
smaller industries. 

Mr. Ropertson. I can say we do have a policy of giving considera- 
tion to smaller industries. 

Senator Hartke. All right, as long as they would have the capacity 
and they could be competitive, you would be willing to give them 
their fair share of consideration, then, instead of giving it to the 
concentration of industry. Would you do that? 

Mr. Rosertson. I think that would be a fair statement to make. 

Senator Harrxe. You see, because this is very important in this 
overall study to accommodate those areas which have substantial and 
persistent and longstanding unemployment, chronic unemployment, 
and if those people don’t have a chance to get in, if their industries 
are just—have no opportunity to get in whatsoever, why then, they 
are fighting a hopeless battle. 

Mr. Rozertson. But I would like to say I feel that no one is being 
excluded now. The opportunities are open for those that are quali- 
fied and capable. 

Senator Harrxe. I am perfectly aware of what you are saying, and 
I am not disputing the veracity of your statement. 

All I am saying is that these local communities in which they are 
trying to solve some of their problem on their own, they are trying to 
acquire new industries and they are putting in, as one of the vanes 
put it the other day, building shell plants and making tax concessions 
and having industrial foundations in their efforts to secure new em- 
ployment for their communities. If they can be competitive, all I 
want from you is the assurance that they will be able to be treated on 
the basis of not having somebody say, “Yes, but we have already made 
arrangements with another company which could give us an equal 
amount of business, and therefore we are going to continue with them 
rather than going to a new area.” 

Mr. Ropertson. Well, I think I can answer by saying that even 
today such firms would have competitive opportunity in those things 
we could negotiate competitively and be given full, fair, and very 
weighty consideration, because they are in a labor surplus area. 

Senator Hartke. That is all the questions I have to ask. 


PROCUREMENT IN LABOR SURPLUS AREAS 


Chairman McCartuy. Mr. Robertson, I believe in answer to a ques- 
tion from Mr. Randolph, you made reference to the percentage of 
volume of procurement which is let in relation to unemployment areas. 
Did you state the percentage? 
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Mr. Rosertson. Yes, sir; it is part of my report here. 

Chairman McCarray. I see. 

Mr. Rosertson. In fiscal year 1958, out of $21 billion that we placed 
in contracts of $10,000 or more into labor surplus areas that are desig- 
nated by the Department of Labor, over $9 billion went in there by 
roughly the normal process of awarding contracts, of which $100 
million was by special preference for labor surplus areas, under the 
provisions that I mentioned in my statement. ; 

Chairman McCartuy. So of your total procurement $100 million 
was allocated on the basis of the Department order relating to surplus 
labor areas? 

Mr. Ropertson. It is approximately $100 million. 

Chairman McCartuy. Out of total procurement of how much? 

Mr. Rosertson. Total procurement of 21, nearly $22 billion. 

Chairman McCartuy. $22 billion? 

Mr. Rosertson. Yes; of which $9 billion went into the areas; and 
of $9 billion into the areas, $100 million was set aside or tie bid pref- 
erence for labor surplus area firms. 

Chairman McCarruy. So on total procurement you would say 
about $100 million had been used in order to alleviate economic distress 
in areas of critical unemployment ? 

Mr. Ropertson. Yes, that is true; that is right. 

Chairman McCarrny. The Labor Department, I believe, uses “A,” 
“BR,” “C,” “D,” “E,” and “F” classifications. 

Mr. Rosertson. That is right. 

Chairman McCartruy. Where do you break in on this? 

Mr. Rosertson. D, E, and F; the others are below 6 percent and 
are not considered areas of substantial labor surplus. 

Chairman McCarruy. For purposes of your statement, anything 
beyond D is labor surplus? 

Mr. Rosertson. That is correct. 

Chairman McCartuy. You make no distinction between D, E, and 


Mr. Roserrson. That is right; no distinction. 

Chairman McCarruy. You have no particular authority in the law 
for making awards on this basis ? 

Mr. Rosertson. Well, we have specific prohibitions. 

Chairman McCartny. I know in the appropriations, but I am 
concerned about positive authority. Congress has never really taken 
affirmative action ? 

Mr. Roperrson. Not direct action, that I know of sir. 


PROCUREMENT AND SMALL BUSINESS 


Chairman McCartuy. How about things that have been said in 
hearings and letters you have received from Congressmen and reso- 
ae passed by the Small Business Committee and things of that 

ind? 

Mr. Rosertson. Naturally, we have a very strong small business 
program. 

Chairman McCartuy. I am not concerned about that, but specific 
statutory authority. 

Mr. Rosertson. Not with respect to areas. 
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Chairman McCarruy. Then you operated largely on the basis of 
the Defense Department decisions, Defense Manpower Policy No. 4. 

Mr. Rozertson. That is correct, sir. 

Chairman McCarruy. Your efforts in some measure are restricted 
by provisions that are written into appropriations. 

Mr. Rozerrson. That is correct. 

Chairman McCarruy. Are there any other ones that you can cite? 

Mr. Roszerrson. I think they are the only ones we can cite. 


PLACEMENT OF ORDERS ON BASIS OF LEVEL OF UNEMPLOYMENT 


Chairman McCarruy. I am sure it will be helpful to you, if your 
purpose is to meet problems of unemployment in depressed areas, if 
you were given differentials so that you could pay more into those 
areas. For example, if you were Perea to pay 2, 3, 4, or even 5 
percent, if a contract were awarded in an F area, let us say, or froma 
D area or E area, I am sure it would be helpful to you in terms of 
meeting the problem of unemployment in the area. At the present 
time you can’t do it unless they can meet either the bid price from 
other areas, or if it is a negotiated contract that they are willing to 
take it at the same price at which you are offering it in some other 
areas of the country. 

Mr. Rosertson. So that there is no price differential established. 

Chairman McCarruy. Could you give us an estimate as to what 
percentage a differential might be helpful to you on the basis of your 
experience? You have had to turn down contracts because they 
couldn’t meet the price. How far off have they been? Do you have 
any indication of that, or is that too speculative? 

Mr. Rosertson. Too speculative. Perhaps you would have to take 
an instant case. When we make a partial set-aside for firms in areas of 
labor surplus, substantial labor surplus, we have alredy established our 
price, so they just are asked to meet that price. 

Now, they may be a few cents off depending on the item, like shoes 
or some common item. It may be a few dollars if it is a more major 
item. They would have to get down to meet that price in order to 
accept the award. 

Chairman McCarruy. Were you considering, or did you ever allow 
a differential which was later forbidden by section 623 of the Defense 
Appropriation Act, or was this established at the very time when the 
policy of trying to assign contracts in these distressed areas was under 
consideration ? 

Mr. Rozertson. We have had this policy in the Defense Appropria- 
tion Act for many years; exactly how many I am not sure. 

Chairman McCarruy. So far as you know, there has been no ex- 
perience ? 

Mr. Rosrrtrson. That is right ; there has been no experience factor. 


RESPONSE OF MANPOWER POLICY NO. 4 TO CHANGES IN LABOR SURPLUS 
AREAS 


Chairman McCarrny. That is, to pay more or give a differential in 
a distressed area. 
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I note in your statement : 


While Defense Manpower Policy No. 4 has been followed in the Department of 
Defense since its inception, the degree to which it has been applied has varied 
in general ratio to the amount of unemployment. 

Do you have any tables or any record which would show how con- 
tract awards, at least in terms of volume, have responded to increases 
and decreases of unemployment ? 

Mr. Rozerrson. Yes, sir. I thought my chart here, that I have 
offered for the record, tried to cover that, because it shows also in addi- 
tion to dollars and awards and preference awards, the number of labor 
surplus areas, and of course, they fluctuate upward and downward, and 
there was a considerable increase, as you will note, between fiscal year 
1957 and starting in fiscal year 1958. It was in 1958, although it 
actually was in March of 1958, that we had the tremendous influx. 
The numbers read as follows: 

The total was 86, July to September 1957, and in October to 
December 1957. But in January to March 1958, it went up to 191, and 
then went up to 247 in the following quarter, and then reached as high 
on our list as showing 284 in major and minor areas of labor surplus 
areas. 

So it was in the first part of that period that we took actions to try 
to stimulate this program to make it more effective and more widely 
used, and to assure we did something effective to help those areas. 

Chairman McCarruy. Does your record show the response both 
to the total number of unemployed in the country and also to the num- 
ber of areas of acute unemployment ? 

Mr. Ropertson. Well, in the areas, the critical areas I guess you 
refer to when you say “acute unemployment,” or the critical labor 
surplus areas, often we find that there is not too much we can do to 
build up the amount of contract awards in one of those areas because 
it depends on how much facility they may have to undertake con- 
tracts. So I don’t know, that I can establish any relationship between 
the two. We deal with all of them as just labor surplus areas when 
they are established as substantial ones. 


CONTRACT CANCELLATION 


Chairman McCarruy. You made reference to the preference which 
the Department of Defense gives to the community in which it has 
canceled a contract. 

Does this relate to whether or not this is an area of critical unem- 
ployment, or do you follow it as a general practice ? 

Mr. Ropertson. As a general practice, certainly; otherwise it 
would contribute to an unemployment situation. 

Chairman McCarruy. Even though the unemployment that might 
result from the cancellations might not itself put this area into the 
category of one in which there is a big surplus labor area ? 

Mr. Rozgerrson. That is right. I think I can clarify that further 
by saying that with respect to contract placements we deal in that 
procurement field with areas of substantial labor surplus. 

When you get down to the matters of steps we take-when there are 
terminations, cutbacks, and matters affecting employment, we deal 
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then in manpower personnel policy, not so much in procurement 
policy, if you will. 

Chairman McCarruy. I assume there must be some policy, if you 
care to comment on it, of the extent to which the Department of 
Defense takes into consideration the possible dislocation of a com- 
munity in awarding a contract or creating a new defense installation. 

Mr. Rozertrson. As a community, I think we would be dealing with 
the contractor and the impact on him and, in turn, what impact it 
would have on the community. But basically we are dealing with the 
contractor and employees affected. To the extent it would affect the 
community, it would be incidental. 

Chairman McCartry. Assume this relates to the aircraft procure- 
ment: You may have an established firm in one area which is going 
to have a contract canceled. You may have another manufacturer, 
perhaps a small manufacturer, who is going to expand his plant and 
therefore will have to induce workers to come into the area in order 
to meet the obligations of the contract. What authority do you have 
to make a decision in that case? Let’s say you gave the contract to 
the smaller manufacturer, and he could meet all the terms of the 
contract, but it would result in a great dislocation of workers, and in 
the other case the community would not be disturbed particularly, 
what authority would you have with respect to that contract ? 

Mr. Rosertson. I think the problem resolves itself down to this: 
It may be the small firm taking the aircraft type of contract is prob- 
ably capable of making that particular type oF aircraft, whereas the 


other firm might not have the capability in either that type of item or 
whatever it would be, so it would not be a matter of shifting from one 


matter to the other, but a matter of definite capability on the other 
side. 

Chairman McCarrnuy. Can you give me an example in which the 
Department of Defense has taken into consideration the dislocation 
of a community in awarding a contract or locating a new defense 
installation either causing dislocation to the new community or dis- 
location which might result from a change? 

Mr. Rosertson. I think basically we would go at it and place it 
where we strategically needed it, and let that be the first factor and 
almost the overriding factor. 

Chairman McCarruy. The same would be the primary consider: 
ation in canceling or deciding to discontinue the program. 

Mr. Rosertson. That is correct. 

Chairman McCarruy. In the case of cancellation of contracts, 
you sometimes make payments to the contractor? 

Mr. Rosertson. Termination, yes, sir. 

Chairman McCarrny. Is there any provision as to his employees 
or is this entirely a decision of the contractor, as to what kind of 
settlement he makes with them, or what is done to relocate them or 
perhaps even to retrain them? 

Mr. Rosertson. Yes; it is basically the contractor’s responsibility. 

Chairman McCarruy. It would not be involved in your settlement 
directly ? 

Mr. Rovenenis That is true. In some cases the contractor may 
have other work, not defense work, in his plant, and he does have 
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plans to utilize those people. Only he would be the one capable of 


nowing how to deal with the problem directly. 
Chairman McCarrny. Senator Randolph? 


FAIRCHILD CONTRACTS 


Senator Ranvotru, If I may interrupt, it would be for the p 
of discussing very briefly the situation which now exists at the Fair- 
child Aircraft plant at Hagerstown, Md. 

Mr. Ropertson. Yes, sir. 

Senator Ranpotpn. Martinsburg, W. Va., is in a surplus labor area. 
Several hundreds of employees involved in the Fairchild plant have 
been West Virginians, but we have felt there was at least some degree 
of unfairness in the allocation of business to the west coast aircraft 
manufacturing industry, when, at Hagerstown, there is a skilled and 
adequate supply of labor and where the facilities are most ample for 
construction. I presume Senator Hartke, perhaps, had that in mind 
to a degree when he discussed dispersal, because certainly it is im- 
portant to keep intact such a facility and such personnel and not allow 
that manpower to dissipate itself throughout the United States, or 
the facilities to deteriorate. For that reason it was discussed at some 
length during Senate debate in the recent session of the 86th Congress. 

I do think it is very important that the Defense Department, where 
possible, keep in mind the merit of the situation that I have just 
indicated. 

We had, in this instance, the manufacturing at Fairchild of the 
F-27. This plane, of course, is a splendid turbojet replacement of 
the old DC-8, and we believe that the so-called local service carriers, 
the commercial airlines, will purchase this plane, but there needs to be 
a cushion of time there in which these purchases may be consum- 
mated, and the private financing provided for, 

It would seem, if possible, that the Defense Department, in the 
purchase of aircraft, would keep in mind the facility being kept intact 
and productive during this period. 

I think it is important, in view of the questions which have been 
asked by both Senator McCarthy and Senator Hartke, to specificially 
name this one locale. 

Mr. Rozertson. Let me speak to that point, if I may, Senator. 

On the Fairchild situation, from the very beginning when they 
experienced some cutbacks and changes which had some considerable 
impact on them, I met with Fairchild officials; our military depart- 
ments met with them. We worked closely with Fairchild from the 
day they had their severe cutback to do everything we could and to 
open up every opportunity we could and to consider all the points you 
have just raised. It has not gone unnoticed at all; it has been very 
carefully considered. 


APPLICATION OF PROCUREMENT POLICIES CASE STUDIES 


Chairman McCarruy. Mr. Robertson, I note you have been grati- 
fied by reports of other effective and locally adopted actions to carry 
out the spirit of these Department of Defense policies. 


47557—59—pt. 1——-15. 
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Do you have some of those reports or do you have reports available 
that you can supply ? 

Mr. Rosertson. I believe I can get you some of those reports from 
our Manpower Personne] Office. 

Chairman McCarruy. We don’t need them all, but some typical 
situations. 

Mr. Rozertson. Typical situations; we would be glad to get them 
for you. 

(The material referred to follows :) 


Two examples are cited of effective cooperation in furtherance of the spirit 
of these Department of Defense policies; one concerns a cutback affecting con- 
tractor personnel, and the other a cutback affecting direct-hire personnel of a 
Government establishment. 

In the case of the cutback of the Navaho missile project at North American 
Aviation in California, one of the largest cutbacks affecting contractor personnel 
in the past 2 years, the contractor received his cutback notice from the Depart- 
ment of the Air Force on Thursday, July 11, 1957. The Department of Defense 
was informed by the U.S. Department of Labor that the contractor notified 
public employment service officials in the affected area that same day. Employ- 
ment service and company officials met that night and the succeeding 2 days, 
during which plans were developed. A letter describing public employment office 
services and facilities was sent by the company with each layoff notice. Local 
public employment service offices operated evenings and weekends beginning cn 
Monday, July 15, the first day of the layoffs. Also, arrangements were made for 
66 employers to recruit at North American plant grounds during the course of 
the layoffs; 44 of these were in the aircraft industry. Of about 3,500 laid off 
North American employees who had filed applications for employment at public 
employment offices as of August 15, 1957, approximately 2,500 were referred to 
jobs with other employers. Spot checks indicated that a large proportion of 
these referrals resulted in job placements. The California Department of Em- 
ployment was commended by the contractor, the union, and the Department of 
Defense for the excellent manner in which the public employment service handled 
the situation. 

In the case of the deactivation of the overhaul and repair department, Naval 
Air Station, Corpus Christi, Tex., extensive efforts were made to place the 3,081 
employees affected in other Navy activities, other military departments, other 
Government agencies and private industry. Nearly 2,000 were placed by one 
means or another, 

From the date of announcement December 18, 1958, of the decision to deactivate 
this department, placement of the employees affected became a matter of primary 
management concern. 

The Bureau of Aeronautics immediately alerted all of its other activities to 
the need for utmost efforts in assisting in the placement of Corpus Christi per- 
sonnel. A special employment assistance office was established at Corpus 
Christi. This office began preparation of an inventory and listing of all surplus 
personnel by skills, trades, and rates. This listing was mailed to more than 
1,800 Government activities and industrial companies, to the State employment 
service, and their assistance solicited in the placement program. 

Representatives from activities having vacancies were brought to Corpus 
Christi for recruitment. At one time, as many as five recruiting teams were 
aboard simultaneously. 

All possible information on employment opportunities was compiled and more 
than 8,000 jobs advertised at the station. Applications were received in the 
employment assistance office and forwarded by official correspondence to the ac- 
tivities concerned; when job offers were received extensive assistance was ren- 
dered in consummating the transfer and travel arrangements. 

As a result, only 21 percent of the 3,081 employees in this Department ultimately 
were separated by reduction in force. Seventeen hundred and ninety-eight 
(58 percent) of the employees affected were continued in Federal employment 
through placement elsewhere in the Department of Defense and in other Federal 
agencies. One hundred and sixty-five employees were placed in private industry. 
A summary of the total placements and actual separations is shown in the fol- 
lowing table. 
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NAS Corpus Christi 
. Placements in: 
Other BuAer activities 
Other naval activities 
Army and Air Force installations 
Other Government agencies 


Total Federal placement 
. Placements in private industry 
Retirements 
. Separations (reduction in force) * 


Total employees affected by reduction in force 
17This figure includes private industry placements negotiated during reduction in force 


but not consummated as of the effective date. Figures on such placements are not 
available. 


Chairman McCarrny. Also we will put in the record the tables 
which you referred to earlier which I understand covered only 1958. 

Mr. Rosertson. Fiscal years 1958 and 1959 are on this chart. 

(The tables referred to are as follows :) 


TABLE 11.—Net value of military prime contract awards in labor surplus areas 
and industries, fiscal years 1958 and 1959 


{Amounts in thousands] 





Awards in labor surplus areas 

and industries Number of labor 

Total “cia — es ee surplus areas ! 
ota 

awards of Total Preference awards 

Period $10.000 or |__ 

more 


Percent Percent 
Amount | of total | Amount | of labor | Total | Major | Minor 
procure- surplus 
ment 


July to September 1957__-| $3,085, 909} 2 $68, 43: | i 62 
October to December 1957 4, 729, 119 2 88, 845) __ tei 2 $927 | j 4 62 
January to March 1958_.- 5,015, 703} 1,121, 22 1, 779} 2| ( 7 121 
April to June 1958 ;, 2, 511, 30 3) 33, 886 a 2 5 161 

Fiscal year 1958, total__- , 115, 588] 3, 790, 6! 3 36, 592 


July to September 1958. 4, 217, 
October to December 1958 5, 573, : 
4, 
% 


22, 217| 
, 226, 57! 57.9] 3 24, 100 
; , 707, § 3 3 22, 467| 
426, 479| 2, 205, 2: 27, 202! 





January to March 1959__ - 
April to June 1959__.__.-- 














Fiscal year 1959, total...| 21,999, 548] 9, 345, 256 2.5| 395,981! 
' | 


1 From U.S. Department of Labor bimonthly Area Labor Market Trends. 

2 Includes awards of $25,000 or more for supplies and equipment. Data for subsequent periods include 
awards of $10,000 or more for supplies, equipment, services, and construction. 

3 Revised. 
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Chairman McCarruy. I wonder if you could go back further, if 
there is some data, say, from 1952 on. 

Mr. Rosertrson. Yes, we have—let me make this note of it, how- 
ever. Up until January of 1958 we reported all of these on a $25,000 
and above contract basis, whereas starting in January 1958 we began 
to record $10,000 contracts and above. 

Chairman McCarrny. I see. 

Mr. Ropertson. So they will not match up in that respect. 

Chairman McCartuy. They will not match up. 

Mr. Rosertson. But we were making that report at that time to 
ODM and still make that one to ODM. I think we have it back that 
far. They are rather old records, but I will search for them. 


EFFECT OF STEEL STRIKE 


Chairman McCarruy. Tell me this: Has the effect of the steel 
strike had any effect on the procurement policies in the Department 
of Defense? Have you had to place orders where they do not meet 
commitments because of the strike? Have you had to make any ad- 
justments in order to keep the defense program moving along? 

Mr. Rosertson. You are now, Senator, in an area that I am a little 
unfamiliar with as to the current developments in the steel strike. I 
am not up on that, I am sorry to say. 

Chairman McCarrny. As far as the Department of Defense, you 
don’t know whether there have been any shifts of contracts in pro- 
curement ? 

Mr. Rosertson. No, sir, I am not familiar with that at all. 

Chairman McCarruy. Has there been any shift from one firm 
to another to keep supplies coming because the original contractor 
could not obtain the necessary steel ? 

Mr. Rosertson, No, sir, I am not up to date on that at all, I am 
sorry. 

Chairman McCarrny. Thank you very much. 

Excuse me, Senator Hartke wishes to ask questions. 

Senator Harr. In regard to this chart you have, does that in- 
clude specific areas, or is that just in bulk? 

Mr. Rozertson. These are summary totals, Senator. 

Senator Hartke. Summary totals. How much—you have a back- 
ground of this, of course, to make a chart on that? 

Mr. Ropertson. Yes, sir. 





PROCUREMENT IN INDIANA 


Senator Hartke. Not for the record, but for the information of the 
committee, could you give us a list of preference awards also? 

Mr. Rosertson. Oh, yes. By list, I can show you where they went, 
not to what companies, but what the areas were. 

Senator Hartke. Yes, I am interested in Indiana. 

Mr. Rosertson. I can give you that right now. 

Senator Harrxe. Yes. 

Mr. Ropertson. We have a quarterly report on this, Senator, and 
we have one now that is just due to come out, and it is in the press 
_ and when it does come out I will be glad to furnish it to your 
office. 


- Burlington 
Springfie1a 
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Senator Harrxe. Fine. I would like to ask a question regarding 
negotiated bid. Are you familiar with any deliberate loss bids sub- 
mitted by any of these large contractors ? 

Mr. Rozertson. I did not get the first part of that. 

Senator Harrxe. Are you familiar with any deliberate loss bids 
being submitted by the large contractors ? 

Mr. Rosertson. No; from time to time we hear such reports, but 
I don’t know of any currently. 

Senator Harrxe. Well, are there any which are not currently? 
Have there been any ? 

Mr. Rosertson. Well, there have been times in my experience in 
the Defense Department where I have heard, and don’t have the actual 
cases at hand now, because these were historical, where companies 
have bid unusually low, seemingly so low that it hardly seemed to 
cover the materials and basic labor costs, and no allowance for mar- 
gin of profit, so it seems, but they have taken these contracts at an 
apparently very low bid and have produced and delivered to the De- 
fense Department, so we have no complaint. 

Senator Hartke. Then, of course, the Renegotiation Board has au- 
thority to give consideration to this loss to offset it against another 
contract whidk might not be competitive in another field, is that 
right? 

{r. Rosertson. That is quite right, yes, sir. 

Senator Harrxe. Was there any policy as far as the Defense De- 
partment is concerned to check into this type of action which is not 
to the best interests, in my opinion, of the United States ? 

Mr. Ropertson. I am sure the contracting officer takes a very deep 
look at this kind of situation before he awards such a contract to be 
sure he has got a sound, capable supplier who can produce at what- 
ever price it is that he is offering. 

Senator Harrxe. On another matter, I just wondered, has there 
been any policy of increasing contract employment of maintenance 
personnel in military establishments ? 

Mr. Rosertson. I am afraid I am not up on that one, Senator. 

Senator Harrxe. Could you have somebody supply that infor- 
mation to us? 

Mr. Ropertson. We will be very glad to do that, Senator. 

(The information requested is as follows :) 

Precisely to the point of your question, there is no policy which calls for 
increasing contract employment in maintenance at military establishments. 
The departments have certain regulations which deal with the use of contract 
services for the maintenance of real property at military installations. These 
regulations provide the military commander with guidance for using contract 
services when such use will improve the effectiveness and economy and are 
in the best interests of the Government. 

Senator Hartke. All right. 

Chairman McCarruy. Thank you very much. 

The next witness is Philip A. Ray, Under Secretary of Commerce. 

All right, Mr. Ray, you may proceed. 
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STATEMENT OF PHILIP A. RAY, UNDER SECRETARY OF COMMERCE, 
ACCOMPANIED BY M. JOSEPH MEEHAN, DIRECTOR, OFFICE OF 
BUSINESS ECONOMICS; VICTOR ROTERUS, DIRECTOR, OFFICE 
OF AREA DEVELOPMENT; F. B. UPHAM III, DEPUTY GENERAL 
COUNSEL; AND KENNETH F.McCLURE, ASSISTANT GENERAL 
COUNSEL (DOMESTIC AFFAIRS) 


Mr. Ray. Mr. Chairman, I have a statement here that I should 
like to read, if that is agreeable. 

Chairman McCarruy. Surely. 

Mr. Ray. Thank you. 

Mr. Chairman and members of this special subcommittee, in accord- 
ance with a request of your chairman, I appear this morning to 
assist the committee in carrying out its responsibility “to make a full 
and complete investigation and study of unemployment conditions 
in the United States” with particular consideration to areas of critical 
unemployment for the purpose of determining what can be done to 
alleviate such conditions. 


ECONOMIC CONDITIONS—SEPTEMBER 1959 


I feel that it will assist the committee, as it starts on its mission 
here and in various places throughout the country, to review the cur- 
rent state of our economy. My discussion of recent economic trends 
will cover production, income and employment. 

The Nation’s economic progress must be viewed against a backdrop 
of our expanding population. Whereas in mid-1953 our total popu- 


lation was below 160 million, it is now in excess of 177 million. 
When our previous cyclical peak of GNP was reached in the third 
quarter of 1957, the population was about 6 million less than it is 
today. To keep pace with the advance in demand which is created 
by this natural increase, to assure the rise in purchasing power needed 
to equip more persons with higher living standards, our productivity 
must continue to expand and be dynamic. We have implicitly ac- 
cepted the responsibility not only of meeting market demand but also 
for providing employment opportunities annually for large groups of 
new entrants to our working force, such as graduates from our aca- 
demic institutions. I think that in this latter respect our economy 
despite cyclical fluctuations has in recent past measured up well. 

Now as to our economic record: In the second quarter of 1959, the 
gross national product, or the value of all goods and services pro- 
duced by the U.S. economy, totaled $484.5 billion at seasonally ad- 
justed annual rates, $53.5 billion above last year’s low, and $36.5 bil- 
lion above the previous peak of 2 years ago. 

Since price increases were moderate during this period, the real 
value of gross national product was 10 percent above the recession 
low and 5 percent better than in the peak quarter of 1957. 

Thus, the output of the American economy was at record levels at 
midyear, following four quarters of strong recovery and expansion 
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from recession lows. Production, income, and employment were all 
substantially above their previous peaks. 

Although tieups associated with industrial disputes have slowed 
the expansion in the quarter which has just ended and have clouded 
the immediate prospects, the basic trend remains strong. The steel 
strike represents an interruption in a cyclical uptrend which itself 
constitutes part of a fluctuation in the long-term national growth rate, 
and we may look for a renewed surge with its termination. 

Abstracting from this influence which has had differential impacts 
upon particular areas, our measures indicate that through the third 
quarter of this year the basic uptrend was continuing. If we take 
the output and sales of what we call the final product of the eeoonomy— 
that is the things that went into consumption, fixed investment, and 
for government use—there was a further substantial rise. Our cur- 
rent production was reduced and we used up inventories to sustain 
this expanding purchasing. 

Automobile sales have been high and outlays for food, household 
durable goods, and clothing continued strong. 

While new residential construction has tended to taper off, its 
volume remained high. 

Business investment in plant and equipment continues its upward 
course. 

As a consequence of this expansion in investment and consumption, 
total employment at 67.25 million in August was almost 2 million 
above the same period of 1958, as well as in excess of the previous 
peak reached in 1957. Unemployment had been lowered to 3.4 mil- 
lion. The seasonally adjusted rate of unemployment in May and 
June was below 5 percent, as compared with over 7 percent in the 
previous summer; it is currently somewhat higher but here again we 
cannot disentangle from the most recent figure the adverse effects of 
work stoppages. 

In the first half of 1959 the number of unemployed declined by 
about three-quarters of a million. During the same period total civil- 
ian employment increased by 4.5 million, and nonagricultural em- 
ployment by 2 million. 

Primarily mirroring the employment recovery, the course of per- 
sonal income toward midyear featured a sharp advance in private 
wages and salaries. Expansion was particularly pronounced in the 
cyclically sensitive manufacturing, trade, and transportation indus- 
tries. Advances in hourly earnings and a lengthening of the work- 
week also contributed to the payroll rise. 

Total personal income rose steadily from a seasonally adjusted an- 
nual rate of $369 billion in January to $384 billion in June 1959. 
Disposable personal income—that is, personal income less personal 
taxes—was at a seasonally adjusted annual rate above $335 billion in 
the second quarter, as against $313 billion a year earlier and a pre- 
recession 1957 peak rate of $311.5 billion. 

In keeping with the expansion in employment and income, total 
consumer outlays rose er from the beginning of 1958, although 
spending for consumer durable goods did not pick up markedly until 
the final quarter. Of the $50 billion increase in GNP at annual rates, 
from the second quarter 1958 to the same period of 1959, personal 
consumption expenditures accounted for $20 billion. 
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LABOR SURPLUS AREAS 


I realize that to the area or family lacking employment in periods 
of prosperity, the statistical evidence of overall prosperity is cold 
comfort, though the facts that have been developed—and the state- 
ment should say in recent Labor Department reports, which I am sure 
will be an important part of the Labor Department’s presentation 
to your committee this afternoon, although the facts that have been 
developed in these recent Labor Department reports on the improve- 
ment of local area conditions are encouraging. 

I do not intend to present such data as a substitute for action, but 
as a basis, or groundwork of fact, for action. 

The usual causes of these areas of surplus labor are well known. 
They are: An exhaustion of the natural resources exploited by the 
area; a falling off in demand for the produce of the area because of 
more acceptable substitutes, technical advances, or changes in con- 
sumer tastes; or migration from the area of supporting industry for 
economic reasons, 


1. Federal responsibility 

The President and the Congress have both recognized that Federal 
assistance to these communities in their efforts to improve and stabilize 
their economies is necessary and appropriate. 

In his last Economic Report to the Congress, the President stated 
that: 

Federal assistance to these communities is required not only to mitigate the 
hardships of individuals and families but also to provide for the use of under- 
utilized resources, to the enhancement of the national welfare. 

Actions by the Federal Government to prevent inflation, to avoid 
extravagance in expenditures, to impose reasonable taxes, to formulate 
and pursue wise trade policies, and to enforce the laws assuring free 
competition, help establish a climate favorable to the growth and sta- 
bility of our economy. These actions are the major weapons we use 
and must continue to use in combating unemployment. 

These major actions are not enough, however. With respect to 
ockets of unemployment, or chronically distressed areas, we are 
ortunate in having important resources that can be and are being 

applied directly toward the solution of problems beyond the capacities 
of local areas. 

A representative of the Department of Defense has preceded me 
and informed the committee of the actions of that Department. The 
spokesman from the Department of Agriculture set forth a detailed 
account of actions of that Department during the hearings in the last 
session before committees of both Houses on area assistance legislation. 

Representatives of the Department of Labor are to appear later 
today to outline informational and operational programs within the 
area of responsibility of that Department. 


2. Small Business Administration 
Mr. Wendell B. Barnes, Administrator of the Small Business Ad- 


ministration, in the —_—- before Subcommittee No. 3 of the 
Committee on Banking and Currency of the House of Representa- 


tives on March 17, with respect to area redevelopment legislation, set 
forth in great detail existing and planned programs of that agency 
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to provide assistance to areas which would be given special benefits 
oie the proposed program. Mr. Barnes mentioned, for example, 
that a check had been made, and it was found that approximately 
20 percent of their loans were being made in labor surplus areas (the 
last annual report of SBA lists total business loans of over $411 
million). 

He also stated that through a liberal interpretation of their small 
business lending authority, the SBA had approved at that time 22 
loans to local development corporations. 

The Small Business Investment Act of 1958 (72 Stat. 689) by 
section 501 authorizes loans to State development companies, and we 
are advised that one loan has been made in an amount of $313,000 
and that one such application is pending. 

Section 502 of that act authorizes loans to local development cor- 
porations. We are advised that under this authority SBA has re- 
ceived 34 applications, has granted 20 in total amount of $2,362,250 
with SBA’s share amounting to $2,024,425. Three applications have 
been withdrawn, four have been declined, and seven are pending. 


3. Office of Area Development 

There is within the Department of Commerce an Office of Area 
Development which assists labor surplus areas in their efforts to deal 
with their problems. One of the important ways in which this Office 
assists local community delegations and groups is by providing a 
central information point in the Federal Government on the various 
Federal programs which are available to communities needing eco- 
nomic development assistance. 

This committee may be interested to learn that there are over 40 
specific Federal programs which can be of direct help to such com- 
munities. These programs are conveniently enumerated and de- 
scribed in a booklet entitled, “Federal Activities Helpful to Com- 
munities.” 

This booklet, which I have in my hand, is offered to communities as 
a first checklist in getting their programs underway. 

This Office helps local areas of unemployment in other effective 
ways: 

1. Local areas are informed of the successful experiences of other 
communities confronted with similar problems—for example, how to 
organize a community industrial foundation, how to develop a 
planned industrial park, and information on State and local financing 
plans. 

2. Technical advice is provided on specific area potentialities, such 
as types of industries that might be built on local resources and in- 
dustries that may be attracted because of particular market or pro- 
duction attributes of the area—for example, information is given on 
the industrial uses of various minerals and timber and on the loca- 
tional requirements of growing industries. 

3. Technica] assistance is made available so that existing industry 
may expand, for example, putting communities and industries in 
touch with new product. and processes ideas and information avail- 
able in the Business and Defense Services Administration, the Patent 
Office, Bureau of Standards, Office of Technical Services, and other 
parts of the Federal Government, and by helping local areas stage 
regional exhibits of new products and technology. 
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4, Continuing assistance and information are given to State de- 
velopment agencies, utilities, banks, and other organizations, so that 
they can do a better job in helping their own communities to help 
themselves, for example, an annual Washington conference between 
State and Federal officials is held and an area development bulletin 
is issued to keep communities informed of new programs and methods 
that may be useful to them. 

The program that has been developed is based upon the demon- 
strated proposition that local communities, particularly if given ap- 
propriate and adequate technical help, can usually do much to solve 
local economic problems. 

During the last few years the Congress has appropriated increasing 
amounts for the Office of Area Development beginning with $60,000 
in 1954 to $300,000 for the current fiscal year. 

At this point, I should like, by use of a specific example, to indicate 
how our Office of Area Development operates and how it works with 
State and local groups on the problem of restoring vigor to economies 
of local areas of substantial unemployment. This cooperation pat- 
tern fixes the initiative and major responsibilities for leadership at 
the State and local levels, but enlists the information, technical skills, 
and programs of the Federal Government to assist the States and 
local areas to help themselves. 

About a year ago a large textile mill closed down in a western 
Massachusetts community, resulting in the layoff of over 1,000 em- 
ployees. Congressional representatives contacted the Department for 
assistance, and the Office of Area Development was directed to look 
into the situation. 

In accordance with established procedure in the Office of Area 
Development, the State economic development department was con- 
tacted and arrangements were made for both the OAD and the State 
agency to send representatives to the community to review the situa- 
ion and make suggestions. 

An inspection trip was made of the facilities and other aspects of 
the community, followed by a meeting with the mayor and com- 
munity leaders. At this meeting a number of suggestions were made 
for short-term assistance and strong recommendation was made that 
a long-range industrial development program be immediately 
instituted. 

One of the problems hindering effective community action was the 
question of the availability of the closed down mill. Upon the re- 
turn of the area development representative, officials of the Depart- 
ment. got in touch with the management of the closed down mill and 
urged that they take immediate action on making the plant avail- 
able to the community, so that other manufacturing tenants could 
be actively solicited. , 

Within the month, the management of the plant announced the 
availability of the plant for occupancy by other tenants and agreed 
to complete the disposal of the machinery within a deadline date. 

The Office also made arrangements with several of the Federal 
procurement agencies to send procurement specialists to meet with 
small industries in the area regarding possible contracts and 
subcontracts. 

With reference to the recommended long-range industrial program, 
it was urged that a full-time man be placed on the job locally, and 
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assistance was given to the community in obtaining a qualified per- 
son, who became director of the local development corporation. On 
its part, the State assigned a liaison man to the community to make 
the facilities and State assistance more readily available. This in- 
cluded assistance in planning the community to make it more efficient 
and attractive to industry. 

The newly appointed director of development was invited to Wash- 
ington to get information on the methods and procedures other com- 
munities in the country were using to solve their economic and 
unemployment problems. He was also directed to other Federal 
departments that couid be of assistance to him, and finally he was 
me in touch with several industry experts in the Department of 

ommerce who reviewed with him the locational requirements of 
various growth industries suited to a western Massachusetts location 

Recently the Office was informed that the community through its 
development corporation had located three industries in the abandoned 
mill building—an aluminum fabricating firm, an anodizing company, 
and a women’s apparel firm. 

Not all of the employment slack has been taken up, but the com- 
munity is making obvious progress. 

This example is illustrative of the way responsibility for leadership 
and followthrough was fixed locally, the technical and program re- 
sources of the Federal Government were coordinated with State and 
local resources in an effective and orderly way, a constructive pro- 
gram emerged, and the way the Office of Area Eicslenenatit was able 
to withdraw its limited personnel and time to give attention to prob- 
lems of other areas. 

Wherever possible, the Office is enlisting the resources of private 
enterprise to assist the local areas of chronic unemployment. For 
example, just a few weeks ago, a team of industrial realtors from 
major Atlantic seaboard cities in company with the Director of the 
Office of Area Development visited the Saco-Biddiford-Sanford area 
of Maine to inspect industrial facilities in that hard-hit area with a 
view to channeling new industries there. We are hopeful this ex- 
periment will produce concrete results. 


4. Proposed legislation 
There is one further matter of importance. The administration 
has submitted to the Congress a legislative proposal authorizing Fed- 
eral action to assist specifically these areas in their search for ex- 
anded and stabilized economies. (See S. 1064 and H.R. 4278, 86th 


ong.) 

This proposal includes provision for Federal loans on a second 
mortgage basis for seed money to enable the areas to finance necessary 
facilities so that new industries might be established in the area. The 
general principle is to help the areas to help themselves in the solu- 
tion of their problems. 

Extensive hearings were held by committees in both Houses of the 
Congress where the views of the administration urging enactment 
were set forth in considerable detail. Those hearings have been pub- 
lished and are available, of course, to this committee. 

We have not considered that this hearing had for its purpose a 
reexamination of the legislative proposals in this field, but we do take 
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this occasion to repeat that enactment of this measure would pro- 
vide needed authority to carry out the Federal responsibility to these 
areas. 

Thank you, Mr. Chairman. 

Chairman McCarruy. Thank you, Mr. Ray. _ on 

Senator Cooper, do you wish to ask any questions at this time? 


SENATOR COOPER’S LONG-RANGE PROGRAM TO AID KENTUCKY, WEST 
VIRGINIA, AND SIMILAR AREAS 


Senator Coorrr. I would like to say this: Kentucky, of course, 
has been faced with large unemployment over the years, chiefiy in the 
mining sections of eastern Kentucky, with which you are familiar. 
I would say that your Office of Area a in the Department 
has been very helpful. You have sent people into eastern Kentucky 
and have had conferences with the State officials and with the local 
governmental officials and you have given them a great deal of 
assistance. 

I think there is one problem, though, which none of the efforts or 
recommendations of the Department reach. Particularly is this true 
in the mining industry where, we know, the problems of unemploy- 
ment are caused by many factors—technological changes in the min- 
ing industry, competition from other fuels and many other factors. 

But I think that Senator Randolph would agree with me that par- 
ticularly in ek and West Virginia, and I am sure in similar 
sections of the United States, there is another problem, and that is the 
een nature of the area. Even if we did not have these 
problems peculiar to mining, the situation is not very favorable for 


new industry, because there is a lack of communication, a lack of 
roads, airports; there is a need for water that industry must have. 

I have frequently advocated and I actually introduced a bill in the 
last session of Congress calling for the establishment of an inter- 
agency committee made up of representatives of the Department of 

ommerce, with So attention to the Bureau of Public Roads, 


of Forestry and Agriculture and others, to see if they could not work 
out some basic long-range plan which would lead to the development 
of these areas within existing governmental programs. I have in 
mind your road program, your airport program, so that there would 
be adequate communication, the water programs of the Department 
of Agriculture and the Corps of Engineers. 

It would seem to me that the Departments of the Government are 
in a better situation, joined together, to look at certain regions of the 
country, regions which I might compare to the underdeveloped re- 
gions of foreign countries which we help, to see if the Departments 
could work out plans and programs, in connection with the State and 
local governments which over a period of years could establish the 
basic needs of those areas: communications, adequate water supplies, 
and flood protection. In addition the programs of the Department 
of Agriculture, Forestry, and other agencies might be utilized to help 
these regions of the country. 

I wonder if you have given any thought to working out a long- 
range basic program which would really go to the basic needs of these 
areas if they are to be developed. 


47557—59—pt. 1——16 
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Mr. Ray. Well, I can say this, that I know that the Office of Area 
Development, w ithin its relativ ely limited budget, endeavors to act 
in a coordinating role, and the exact mechanism “for doing that on an 
interagency basis, Senator, I am not familiar with. But I w ould be 
delighted to look into it, and I certainly would share your view that 
if there is any structural mechanism within the Federal agencies that 

can be created by pooling their resources or having other devices for 
coordinating what they are doing, it should be done. 

Senator Coorrr. I would say that the departments and agencies 
of the Federal Government have much pertinent information. The 
Federal Government itself has the programs and it seems to me they 
could be joined to work out a long-range plan to supply the basic needs 
for such areas—I am talking : about, so- »-called, underdeveloped areas— 
to attract new industry and also to develop ‘the natural resources of 
these regions. 

I think there is no basic coordinated effort being made by the Fed- 
eral Government or by the States. 

Mr. Ray. Well, I can’t speak about the extent to which that par- 
ticular proposal has been considered, simply because I haven’t been 
here very long, but I certainly will look into it, and take an occasion 
to report to you 

Senator Cooper. I will give you a copy of my bill, and I hope you 
will study it. 

Mr. Ray. I will take the occasion to report to you and members 
of the committee concerning developments in that regard. 

Senator Coorrr. That is all. 

Chairman McCartuy. Senator Hartke? 

Senator Hartke. Yes. 


UNEMPLOYMENT HIGHER THAN BEFORE 1958 RECESSION 


You talk about production, income, and employment were substan- 
tially aboye their previous peaks. Are you with me there? 

Mr. Ray. Yes. 

Senator Hartke. All right. 

What about unemployment, what is the status of it? 

Mr. Ray. Well, as far as unemployment is concerned, we are using 
on the following page the figure of 3.4 million as the August unem- 
ployment figure. Now 

Senator Harrxe. I didn’t hear that. How much again? 

Mr. Ray. 3.4 million, Senator. 

Senator Harrke. Oh, yes, I see that. 

Mr. Ray. And there is.a percentage comparison there which relates 
to the seasonally adjusted rate in May and June of this year which 
was below 5 percent as compared with over 7 percent in the previous 
summer. 

Senator Harrke. Yes. But the figures that you are quoting in the 
statement here that you were talking about was at the previous peak, 
isn’t that right? 

Mr. Ray. Yes. 

Senator Hartke. What is the comparison with the previous peak? 
I would imagine you have that. I just thought possibly you might 
help me. 
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Mr. Ray. We can produce that figure in just a moment. 
Senator Harrke. As you point out, the population has increased, 
too. 


Mr. Ray. Yes. I think it would be well to have that figure in this 
record. 


As I understand your question, you would like to have the quantum 
of unemployment during the previous peak. 

Senator Harrxe. Well, here, you say this, I mean to get it in its 
context, 1 want to get the full story here. We are dealing with un- 
employment, and that has to be in relation to the whole problem. 

You say here, you are talking about “the output of the American 
economy was at record levels at midyear, following four quarters of 
strong recovery and expansion from recession lows.” And then I am 
sure you have figures to back up your conclusion, and I don’t question 
these, but you say production, income, and employment were all sub- 
stantially above their previous peaks. 

What I was asking was what was the condition and what is the 
condition of unemployment for the same periods that you are making 
these statements concerning production, income, and employment ? 

Mr. Ray. Mr. Meehan will endeavor to answer that. 

Mr. Mrenan. Senator, as you know, the unemployment. figures 
have not yet returned to the levels at previous periods of high em- 
ployment. I think there are basically a number of reasons for that. 

Senator Harrxe. I am not into reasons now. I am trying to get 
the factual situation. 

Mr. Ray. The question is, how many unemployed were there in the 
1957 peak, that is essentially the question. 

Mr. Meenan. I don’t have the figure here. I would have to read 
it off this chart. 

It was somewhat lower. This table that I have only has the average. 


In the fall of 1957, the number of unemployed was 214 million, representing 


3.7 percent of the civilian labor force on an unadjusted basis, and about 414 
percent on a seasonally adjusted basis. 


Senator Harrxe. In other words, this statement really to be fair 
to this particular hearing, should read production, income, employ- 
ment, and unemployment were all substantially above their previous 
peaks. 


Mr. Meenan. You mean in the case of ee that unem- 


ployment is higher than it was at earlier pea 
answer is “yes.” 

Senator Harrxe. Thatisright. Isn’t that right? 

Mr. Meruan. Yes. 

Mr. Ray. I think that is correct. 

Senator Harrxe. All right. That was the question I wanted to get 
at, there. I mean as long as we have agreed that is true, I am not so 
concerned—I think these factual statements are there. 

Mr. Ray. Certainly it is true that at the peak of activity in 1957 
unemployment numerically was less than it is today. 

Senator Harrxe. At this time I would like to go ahead and defer 
to Senator Randolph, who has another engagement. 


s of business? The 
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PROVISIONS OF ADMINISTRATION AREA EMPLOYMENT BILL 


Senator Ranpotru.I am hesitant to break the continuity of the 
questioning, but I am appreciative of the cooperation of my colleague. 
The witness, Mr. Ray, has mentioned S. 1064, and companion bill 
H.R. 4278. 

Mr. Ray. Yes, sir. ip loigee 

Senator Ranpotrpu. You spoke of those measures as legislation now 
pending in the Congress—measures to which you refer as having the 
administration’s support 

Mr. Ray. Yes. : 

Senator Ranpotpx (continuing). And sponsorship. 

Mr. Ray. Yes, sir. 


1. Training 
Senator Ranpotrn. Do they provide for training and retraining of 
unemployed and displaced workers ? a 
Mr. Ray. I don’t believe they contain any such provision, Senator. 
Senator Ranpo.reu. Do you feel that is an important area of legis- 
lation of this type? 
Mr. Ray. Well, I certainly think it is an important area. We see 
reat demand for skills of all kinds, and the more things that can be 


one to create those skills in the proper areas of governmental re- 
sponsibility the better. 

I believe that the program essentially has been one of a State pro- 
gram with—conducted by the States—with Federal grants. I think 
this is a Health, Education, and Welfare activity, but I am not—and 
I can’t speak with detail concerning it. 


I am advised that sections 102 (e) and (f) of S. 1064 would authorize the 
Secretary of Labor to provide advice and technical assistance in developing and 
carrying out a program to improve the utilization of a labor force in an area of 
substantial and persistent unemployment when the skills of the labor force are 
not such as to facilitate its full use. Furthermore, when the Secretary of Labor 
finds a need for vocational education services in such an area he is to notify the 
Secretary of Health, Education, and Welfare of the vocational training or re- 
training requirements of the area. The latter official, through the Commissioner 
of Education, is authorized to provide assistance, including financial assistance 
when necessary or appropriate to the State vocational education agency in the 
provision of such services in the area. 

Senator Ranpotpu. It should be emphasized that the legislation on 
area redevelopment passed by the Senate did contain a provision for 
training and retraining of displaced and unemployed workers. I 
simply differentiate between the action taken by the Senate in this 
matter and the proposal you have indicated which has the sponsorship 
of the administration. 

I believe that the provision for training and retraining is very im- 
portant in a State like West Virginia. I am not attempting to be 
partisan in any degree, but only to call attention to the variance in the 
two approaches to this problem. 


2. Interest rate 


Now, Mr. Ray, I would like to ask your opinion of the interest rate, 
as you have indicated there would be loans. 

ould the interest rate be of such a nature that it would attract in- 

dustry into depressed areas? Can you tell us what the interest rate 


might be? 
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Mr. Ray. I don’t think, in the case of a bill that has not passed which 
in effect leaves the fixing of interest to the discretion of the admin- 
istrator of the act, I can say what it would be. And I think what it 
would be would be one of the factors to evaluate in all of the cireum- 
stances, the availability of private capital, the amount of a load or 
charge that would be ek on a new industry by second mortgage 
interest rates that were ata given level. 

I should think all of those things would have to be considered. 

I am advised that insofar as the precise provisions of S. 1064 are 
concerned, section 107(b) (6) states that the interest rate should be 
not less than the rate determined by the Secretary of Treasury to be 
paid by the Administrator for funds to be loaned plus additional 
amounts deemed adequate to cover administrative expenses and a 
reasonable reserve for losses. 


3. Low income rural areas 

Senator Ranpotpu. I thank you, Mr. Ray. 

Further, would this legislation to which you have made reference 
provide any assistance to the low income rural or agricultural sreas 
of the country ¢ 

Mr. Ray. I think just for research grants. 

Senator Ranpoteu. That is correct, There would be no direct aid 
to these rural areas. 

4. Public facilities 
Now, my final question: With reference to public facilities needed 


in depressed communities for the attracting and developing of new 
industries, does the legislation to which you refer—and which the ad- 


ministration supports—have any provisions for these public facilities? 
l, 


Mr. Ray. Well, as I recall, Senator, the correct answer would be, 
no, it does not, except that there were coupled with the measure, as I 
understand it, amendments to the Housing and Home Financing 
Agency bills which would, in effect, have channeled public develop- 
ment funds in a priority manner into areas of chronic unemployment. 

Senator Ranpoteu. Mr. Ray, I thank you for your answers to these 

questions. It has been my feeling that the legislation proposed and 
sponsored by the administration is too timid in its approach to a very 
real oes I feel that the measure as passed by the Senate more 
nearly meets the needs for the depressed areas of the country, and I 
hope that the House will pass a measure similar to that which has 
passed the Senate. 
_ Ido not want to indulge in generalities, but I am firmly of the opin- 
10n that we must be bold in a matter of this kind. We must go beyond 
just the timid approach—the partial approach—which I believe is 
insufficient in a matter of this type. A State like Kentucky or West 
Virginia, and other areas of the Nation, very frankly, need ‘not so 
much theory but actually the impact of programs which can be placed 
into action within the near future. 

Thank you. 

Mr. Ray. Could I just say in relation to that, that all of us are, I 
am sure, sincerely searching for something that will succeed in these 
areas, 

When it comes to actions of the existing programs of the Govern- 
ment, defense procurement, Senator Cooper mentions the roads, all 
of those things certainly should have special attention. 
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Then on the other side of it, when it comes to the establishment of 
purely private plants to go into our marketplace, again I think we 
have, we all have, a common objective to get something going that 
will succeed. They are all seeding operations, but we want the seeds 
to grow, and to do that they are going to have to pass some kind of a 
test in the marketplace; they can’t be permanently subsidized. This 
would be—might turn out to be—a sorry experience for everyone if 
that came to be the case. 

I am not characterizing the bill that was passed by the Senate in 
that way. But we consider that the measures contained in the admin- 
istration bill are preferable. 

Senator Ranpoteu. Mr. Ray, I appreciate the candor with which 
you discuss this common problem in which we certainly are all 
interested. 

Mr. Ray. Thank you, Senator. 

Chairman McCarruy. Senator Hartke? 


RECOVERY FROM 1958 RECESSION 


Senator Harrre. Back again, Mr. Ray, what I was trying to get at, 
there isn’t any real difference of opinion between the Commerce De- 
partment and the generally accepted fact that as the recessions have 
occurred more recently, with increasing frequency, the recovery has 
been slower, and the unemployment, the chronic unemployment, has, 
or the numbered of unemployed has, constantly risen to higher levels 
percentagewise; isn’t that true? 

Mr. Ray. Well, I can’t answer that as a trend, and I will say this: 
I think that every recession, if we go back, has a certain earmark, has 
certain earmarks, and I think the recession that commenced in the 
latter part of 1957, and we are now burgeoning out of, nevertheless it 
has some lags in it. And some of those lags are known. So that 
while we see many areas where previous levels have been reached, we 
also see areas that have not, but we think are coming forward, and if 
you speak as of now in the stream of time, it is quite correct to say 
that we have more unemployment in August than just in the months 
prior to the commencement of the recession in 1957. : 

But I wouldn’t say that was the trend, and I don’t want to go into 
the Labor Department’s statistics on these trends, but I think they 
are somewhat encouraging, and while complicated by the current 
strike situation, there is every indication that the final rounding out 
of the emergency from this recession will pul] the employment levels 
up again. i 

It hasn’t happened yet, but the signs are encouraging. 

Senator Harrxe. As you say, in other words, every recession leaves 
its scars; does it not ? 

Mr. Ray. More or less permanently. 

Senator Harrxe. Yes, permanent scars, on the American economy. 
And recessions cannot be viewed as something desirable, can they? 

Mr. Ray. Not at all. 

Senator Hartke. That is right. In other words, no one could 
really advocate we would have recessions, nor could anyone advocate 
unemployment as being something good; could we? 

Mr. Ray. We certainly could not. 
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Senator Harrke. That is right. I think everyone would agree 
with that. Certainly not a positive economic good. 

Mr. Ray. No, I would say quite the contrary. Our constant goals 
have got to be, to have those things not exist. 

Senator Harrke. I think we can agree upon that. 

And also we have to realize in this dynamic American society that 
we cannot create a new class of untouchables which are going to have 
to continue to bear this burden of saying that they cannot be em- 
ployed; can we? 

Mr. Ray. Certainly not. And that, of course, is directly related to 
this problem of areas that we see continuing in this chronic condition. 

Senator Harrxe. But there has been a tendency by certain individ- 
uals, and I don’t criticize their well meaning, but to say that there 
must be a certain number of unemployed people. This is what some 
of them call an inevitable something or other—evil, that is the word— 
an inevitable evil. 

Mr. Ray. I don’t agree with that. Iam an optimist. 


EMPLOYMENT IN MANUFACTURING 


Senator Harrke. Mr. Ray, you and I are going to get along fine. 
Tam an optimist, too, I can see that right now. 

During the last 10 years, we have had testimony here, and I can- 
not recall the man’s name, it is in the record, but it was yesterday, 
from some political scientist who had given some study to this matter 
in which he stated that during the last 10 years there had been a stable 
industrial employment by which was meant not stable as far as the 
employment being stable, but that there had been no general increase 
in the number of people actually employed industrially. 

Now, if that is true, and assuming that they have the facts and 
figures to back that up, which I am sure are true, if that is true, what 
has happened to this dynamic American economy which has increased 
in population by such tremendous bounds during these years? 

Mr. Ray. Well, I would simply have to say I am not an economist, 
but I don’t believe it is true. 

Senator Hartke. All right. 

I would hope it is not true, and maybe you can do a little checking 
on that and see whether it is true or not. 

Mr. Ray. I would be delighted to do that. I mentioned one thing 
in this statement of people entering our economy, and of course we 
all know that the great mechanization of farming has to a degree 
redirected people that formerly were on the farms, and our economy 
with all its strength has absorbed those. 

I can’t believe it is a bit true we are employing the same number of 
people we were 10 years ago. 

Senator Harrxer. Have you ever given thought to the fact that 
possibly this great advance which the farmer has made and in which 
we have been provided all we can possibly consume and more, that 
all of these people who have been unemployed and taken off the farms 
have just merely added to the unemployment of the cities? 

Mr. Ray. Well, there are a lot more people that have gone off the 
farms than there are unemployed. 

Senator Harrxe. I grant you that. But not industrially, maybe. 
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Mr. Ray. Well, I don’t know the answer to that. 
RATE OF GROWTH—UNITED STATES AND WESTERN EUROPE 


Senator Harrke. Have you had any studies in the Commerce De- 
artment comparing the American expansion since World War II 

industrially with that of Western Europe, in general, or specifically 
with countries of Western Europe? 

Mr. Ray. The rate of expansion? 

Senator Hartke. Yes, industrially. 

Mr. Ray. Or the quantum of expansion? 
ware Harrke. I am talking about the rate and the quantum, 

th. 

Mr. Ray. Well—— 

Senator Harrse. In other words, I am just asking—— 

Mr. Ray. I am sure we have information on that, and I probably 
should not speculate on that. If you would like, let’s see what we can 
provide to you. 

Senator Hartke. The American Banking Association in its Lon- 
don Conference, which has a committee to promote economic growth 
without inflation, states that the industrial expansion in the United 
States has not kept pace with Western Europe. 

Mr. Ray. Well, I think it would be obvious—at least subject to cor- 
rection, I would say, it would be obvious, because I guess nothing is 
obvious—that if you take a place like Western Germany, bombed 
out in the war, and you are talking about percentage of plant installa- 
tion, you are going to find that they had had a higher percentage. 

Senator Harrke. Let’s talk about numbers for a moment. The fact 
is today that Western Germany is the largest exporter of automobiles 
in the world, larger than the United States. That is not percentage. 

Mr. Ray. No, that is not. 

Senator Hartke. And that is factual. 

Mr. Ray. Yes. 

Senator Hartxe. And that affects one of the major industries of 
the United States of America, frequently called now one of the back- 
bones of our industrial complex; isn’t that right ? 

Mr. Ray. Yes, indeed; it certainly is. 

Senator Harrxe. In the meantime, without in any way discredit- 
ing anyone who has a foreign car, we see these cars coming in, in 
increasing numbers. to the United States, do we not? 

Mr. Ray. Yes, indeed. 

Senator Hartke. Has any study been given to the difference in the 
manufacturing of the automobiles in the United States and those in 
these other countries, for example? 

Mr. Ray. Well. I am sure that the automobile industry is sitting up 
nights on this problem. 

Senator Hartke. Has there been any emphasis on the fact that, for 
example, these automobile factories over there are state owned ? 

~ eel Well, I don’t know, myself, to what extent they are state 
owned. 

Senator Hartke. Have you made any studies in the Commerce 
Department as to the comparable unemployment in the United States 
as to Western Europe since World War IT? 
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Mr. Ray. Mr. Meehan, have we made any such studies? 

Mr. Mrenan. Senator, we are generally familiar with those facts 
in the situation. First, I personally don’t subscribe to these relative 
comparisons between the United States and Western Europe, as the 
Secretary has properly pointed out. It has been necessary for the 
European countries to show a relatively greater increase than the 
United States in their recovery. 


RECOVERY FROM 1958 RECESSION NOT COMPLETE 


At the present time we have, as you know, a very high level of 
employment and a low level of unemployment in certain countries. 

Now, I don’t subscribe to the view that there is a tendency toward 
chronic unemployment in our economy which does not exist in other 
economies of a similar nature. 

And coming back to your question, your question about the relative 
size of unemployment at this stage of the economy where we have 
reached new peaks in output and employment, it is true that we have 
a larger number of unemployed than we had in 1957. The figures 
are roughly 3.4 million as against 2.5. I just don’t happen to have 
the monthly figures for 1957. 

However, in my view, we don’t have a complete cyclical recovery 
in the economy. 

Senator Harrxe. We don’t have what? 

Mr. Meenan. We don’t have complete recovery yet. 

Senator Harrxe. I think wecan agree on that. 

Mr. Meeruan. As the Secretary pointed out, from the recession 
that we had experienced. 

Senator Harrxe. I would sure hope that we wouldn’t have to con- 
tent ourselves with 5 percent of our people unemployed and say this 
was complete recovery. I am glad to hear you say that, because I 
sure don’t want to be pushed in that position. 

Mr. Meenan. I don’t think that is the conclusion that we would, 
orthat weshould, reach. Certainly I don’t subscribe to it. 

I think there are three large areas of the economy where recovery 
is not yet complete, where I would expect more recovery, as the situa- 
tion develops. Those areas are large; they are important. 

Senator Hartke. What are those three ? 

Mr. Meenan. The three are, first, plant and equipment 
expenditures. 

Senator Hartke. What? 


1. Plant and equipment 

Mr. Mrenan. Plant and equipment expenditures. While we have 
had a recovery from the low, this is what we call a slow-moving item. 

Senator Hartke. I think $39 billion is expected to be expended this 
year in plant equipment and expansion. 

Mr. Mrenan. Something like that. The figures show, I think, 
about $34 billion was anticipated. 

Senator Hartke. $34 billion ? 

Mr. Mrenan. Was anticipated for the third quarter, which is still 
below what we had in 1957 when we reached the earlier peak. And 
I don’t think the recovery is complete at that stage. 
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Our anticipation surveys indicate that these are now going up. 


2. Consumer durables 

The second area in which we have not yet experienced full recovery, 
and one in which you are greatly interested, 1s in consumer durable 
goods, and particularly automobiles. 

Consumer expenditures for durable goods have recovered very sub- 
stantially. We have had, as you know, a sizable increase in various 
types of consumer goods. The automobile industry lagged, and it 
has not yet, in my judgment, fully recovered. The industry, as you 
know, plans for large production and anticipates large. sales, grant- 
ing the availability of the materials to put them together. 

So I don’t think that we have fully recovered in the consumer dur- 
able goods area, and that is one reason why we have an employment 
situation such as you have described. 


3. Exports 


The third place where we have not recovered is in exports. 

Senator Harrxe. Pardon me, in what? 

Mr. Meenan. In exports. 

Senator Hartke. Exports, yes. All right. 

Mr, Meeuan. Exports are rising at the moment, but they are still 
considerably below what they were at the peak earlier, and I would 
anticipate that we would have some recovery in that demand. 


COMPARABLE GROWTH AND UNEMPLOYMENT—UNITED STATES AND OTHER 
NATIONS 


Senator Harrxe. Is there any reason, for example, why Sweden, 
which was not involved in the war, should in a postwar economy never 
have an unemployment higher, say, than 2.5 percent ? 

Mr. Meewan. Well, in Sweden, of course, you have a planned econ- 
omy, a Socialist economy, where the country is run economicwise, 
on a basis of operations of that character. They were, as you know, 
untouched by the war, being a neutral, and they have had the advan- 
tages in the postwar period of that position which has put them, I 
would say, in a rather favorable situation. 

Senator Harrxe. How can we make such a conclusion when we 
come back to a situation where Western Germany, on the other hand, 
which was touched very definitely by the war, has an unemployment 
of 1.6 percent ? 

Mr. Meenan. I am not clear about your question. You mean the 
lower rate of unemployment ? 

Senator Harrxke. Yes, they have a lower rate even than Sweden 
today. 

Mr. Mrrnan. Well, we have, as I indicated before, a boom going 
on in certain parts of Western Europe. 

Senator Harrxe. I grant you, I know those booms. I just want 
American to share in the booms, that is what I want. We want to 
share in the booms and share in the employment. That is what I am 
trying to find out, what type of studies you have made in trying to 
find out if there is anything to be learned from what they have done. 

Mr. Meenan. I would say 
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Senator Hartke. Let’s come back basically, the Department of 
Commerce is the Department which is to promote the industrial 
strength and: industrial capacity and develop the business of the 
United States, isn’t that what is set out under their specified 
generalized duties? 

Mr. Meenan. That is right. 

Senator Harrxe. All right. 

Now, we are right back into this thing as far as we are concerned, 
this is the obligation of the Department of Commerce. 

What I am trying to find out is whether or not you have attempted 
to make any studies as to any information which can be gotten from 
those people who have had less unemployment, greater industrial 
expansion, than we have had. 

Mr. Mernan. We have made no comparative studies of that 
character. 

Senator Harrke. Are such studies contemplated ? 

Mr. Meenan. Not to my knowledge. 

Mr. Ray. Let me just add to that, if I may, Senator, that in regard 
to the comparative studies, of course, our trade policies are always 
under scrutiny. 

Senator Harrxe. I am not talking about trade, sir, I will come to 
that in just a moment. 

Mr. Ray. I wanted to say, of course, that Germany’s economy is 
built much more on the export factor than is our economy. It is a 
country with different standards of living, accordingly different. cost 
factors in certain of its exports. So I just wanted to say that. Iam 
not saying such a study would not be fruitful, but I am not sure that 
you could find a complete analogy. 

Senator Harrxe. I am not asking you to find an analogy, but just 
asking you whether or not here is a situation which presents on the 
face of it something that should be investigated, and as I understand, 
no studies have been made or are contemplated. 

Mr. Ray. Let me explore that and communicate with you and see 
what. I have and provide it to you. 

(The following information was subsequently supplied :) 


ANALYSIS OF CHANGES IN U.S. SHARES OF ExPoRT MARKETS FOR MANUFACTURES 


Since the late spring of 1959, the Bureau of Foreign Commerce has been 
engaged in preparation of an analysis of changes in U.S. shares of export mar- 
kets for manufactures during the period 1954-58. The object of this study is 
to establish a reasonably comprehensive factual framework for appraisal of the 
degree to which losses in the competitive positions of U.S. products in foreign- 
markets—as distinguished from cyclical and other general changes in demands 
abroad for manufactured products of the types which we export—may or may 
not have contributed to the slump in U.S. exports and to the deficit in our bal- 
ance of payments which have been prominent features of our international 
accounts during 1958 and 1959. 

The first and most essential step in a study of this type is extensive compari- 
son of statistics on exports of manufactured goods from the United States wtih 
those on corresponding exports from our principal industrial competitors to each 
of a number of major market areas abroad. Only from such sttaistics, which are 
not readily available in any conveniently organized form, can analysts compute 
the percentage shares of sales in various markets which are made by American 
exporters. The changes in those percentage shares, in turn, provide the most 
objective clues for identifying and tracing, in appropriate perspective, shifts 
in the competitiveness of our manufactured goods in world markets. 





246 UNEMPLOYMENT PROBLEMS 


With the above aims in view, the Bureau of Foreign Commerce has assembled, 
chiefly from United Nations sources, a series of 41 compilations of compara- 
tive statistics on exports of manufactures from the United States, the United 
Kingdom, Western Germany, other continental European countries, and Japan 
during the 5 years 1954-58. In one set of 33 tables, the data will be presented 
in commodity-by-destination arrangement; and in another set of 8 tables, they 
will be recapitulated in a destination-by-commodity arrangement. In each set 
of tables, 28 different classes of manufactured commodities will be covered 
separately, and individual areas of destination forwhich separate data are 
shown will include Canada, Latin America, Africa, the Near East, the Far East, 
and Western Europe. Both sets of tables in this series will also include sum- 
mary presentations in which the figures are much more broadly aggregated, 
either as to geographic coverage or as to commodity coverage, or both. 

While the limited availability of comparable data for the various exporting 
countries restricts the degree of commodity detail feasible in these tabulations, 
they are sufficiently comprehensive to serve as a useful starting point in any 
factual analysis of trends in the competitive positions of the world’s leading 
exporters of manufactured goods. 

Senator Harrxe. I want to come to exports. 

In your opinion, is there a fixed number of percentage of unem- 
ployment which we are going to have to be content with? 

Mr. Ray. Not in my opinion, no. 

Senator Hartke. There is not. In other words, this statement 
that we have to have or be content with 3 percent of our people un- 
employed, in your opinion is not true? 

Mr. Ray. That is correct; it is not true. 

Senator Hartke. You and I are back on equal ground, then. I agree 
with you on that. I hope we can get more people to agree. 

You state here in your suggested remedy—well, let’s come back 
to the top of page 4. 

I realize that to the area or family lacking employment in periods of 
prosperity— 
which is the situation we have today, an apparent prosperity coming 
upon us and unemployment, also— 


the statistical evidence of overall prosperity is cold comfort— 


and that is what I am trying to get away from. I am trying to get 
away from that cold comfort. 

You say in your suggestions down here, that one of the actions of 
the Government is to prevent inflation, is that right? 

Mr. Ray. Yes, that is correct. 

Senator Harrxe. And everyone agrees that inflation is a bad 
thing. What, in your opinion, 1s the principal cause of the inflation— 
let me come back a little more specifically. 


BUDGET DEFICIT AND INFLATION 


Is an unbalanced budget one of the elements involved in the in- 
creased cost of living and inflation ? 

Mr. Ray. Yes, I think it is. 

Senator Hartke. Do the facts bear that out? 

Mr. Ray. Well, again, I am not an economist, but I feel that the 
expenditure by the Federal Government of funds materially year 
after year 

Senator Harrke. Can’t we say this, that the theme of the Presi- 
dent’s Economic Report of January 1959 to the Congress was that 
a balanced budget keeps a balanced cost of living? _ 
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Mr. Ray. I certainly don’t remember the context of the report. It 
is my opinion that it contributes significantly to inflation. 

Senator Harrxe. All right. Let’s take a few examples, for ex- 
ample, and see whether that is true. 

In 1954, we had a $3.1 billion deficit, with a nine-tenths increase in 
cost of living, which would indicate that that might be possible, right ? 

Mr. Ray. Well, I would say that if you have an unbalanced budg- 
et in one year, and you are trying to compare what happened in that 
year to, say, prices of the same commodity in the same year, you might 
not find the inflation. 

Secondly, I would say that you are talking a positive policy of a 
balanced budget. 

Senator Hartxe. I am 100 percent in favor of a balanced budget, 
and I am against extravagant and wasteful spending, let’s get that 
clear; but I just want to know if there is any substance to this argu- 
ment which is so frequently propounded that a balanced budget keeps 
a balanced cost of living, and let me give you these figures for your 
own information. 

In 1954, we had a deficit of $3 billion, with an increased cost of liv- 
ing of nine-tenths of 1 percent. 

Now, in 1955 the deficit increased to $4 billion; in other words, 1954 
deficit of $3 billion, 1955 deficit of $4 billion, another increase in the 
deficit, but a reduction of the cost of living of four-tenths of a percent. 

We had a balanced budget in 1956, with a surplus of $1.6 billion but 
with an increase in the cost of living of three-tenths of a percent. 

In 1957, a balanced budget, with a surplus of $1.5 billion, almost 
$1.6 billion, with an increase in the cost of living of 3 percent. 

In 1958, a deficit of $2.8 billion, with an increased cost of living 
equal practically to 1957, when you had a balanced budget of 3 per- 
cent, and then when you come back to 1959, with the biggest deficit 
in the American history of $12.5 billion, an increase of, really an in- 
crease in the cost of living almost half of what you had the previous 
year with a one-sixth of the deficit. 

I am not saying it does not contribute, but all I am saying to you, 
I think possibly there ought to be less emphasis on this and get back 
to the heart of what our economic problems are on the cost of living. 

Mr. Ray. Well, I would simply say in relation to that, I don’t know 
whether I would make a contribution, but I do think of course the 
question of the Federal Government’s expenditures and the amount 
and duration of their excess, if any, over income are an inflationary 
factor. They are not going to regulate inflation like a tap. There 
are other things: there are great demands in certain areas of the econ- 
omy; there are demands for certain types of skills which can push 
the price of the such skills up. 

All those factors are operating within the same framework, but 
| Istand by the proposition that by and large we will contribute as a 
Federal Government substantially to the inflationary picture if, year 
after year, we have significant deficits. 

Senator Hartke. I don’t disagree, but that is not evidently the 
main factor or these figures would show us that, wouldn’t they ? 

Mr. Ray. I don’t know whether I could agree with that. 

_ Senator Harrxe. I wish your Department would reexamine that 
in the light of this statement and see whether or not they might not 
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say: “Well, maybe we ought to look someplace else for why the cost 
of living is going up and up and up.” 

Mr. Ray. Well, I think we are looking someplace else. I don't 
think that it is the administration’s view that this is the sole factor, 
and that you are going to have inflation measured solely and entirely 
by the excess of expenditures. 

In fact, one of the years shows a balanced budget and a drop in the 
cost of living. 

Senator Harrse. That is right. 

Mr. Ray. Which is a deflationary situation influenced by other 
factors, no doubt. 

Senator Hartke. You do not subscribe to the statement here made 
by the representative of the National Association of Manufacturers 
that the Small Business Administration is a bad thing, do you? 


Mr. Ray. No, I do not. 
FOREIGN TRADE 


Senator Harrke. You say that the actions by the Federal Govern- 
ment, one of the things, is to promote, to formulate and pursue wide 
trade policy. Here again, has any comparison been made with the 
effect of our trade policies as compared, for example, to Western 
Europe? 

Mr. Ray. Well, I would say that probably no comparison has been 
made. I think certain comparisons are rather apparent. It is ob- 
vious that our country, is, what shall we say, faced with pretty stiff 
competition in certain areas, from efficient, highly developed societies. 

Senator Hartke. Do you think we are capable of meeting this 


competition ? 

Mr. Ray. I do. You heard that I am an optimist. I think we 
are going to do this, and these are the type policies I am talking 
about. They are not all Government an They are policies on 


the part of all our people to realize that this is a very small world 
now, and it is only one marketplace. 

Senator Hartke. Let me ask you—that is right, I agree with that, 
too. 

Let me ask you this, though: Have any studies or any programs 
been designed to determine what has occurred within our economy 
which has started us to, for the first time in history, to the place— 
pardon me, for the first time since the Civil War, I believe—where 
we have an unfavorable balance of trade? What I am asking you 
specifically is whether any studies are being made within the Com- 
merce Department to determine the cause of that. 

Mr. Ray. Oh, yes; and I think in many, many other places in the 
Government. 

Senator Harrxe. I am talking about the Commerce Department. 

Mr. Ray. Yes; Iam sure this is the case. 

Senator Harrxe. When was that started ? 

Mr. Ray. I don’t know whether these were specifically organized 
studies. But certainly the Department of Commeree is interested in 
that, and constantly is collecting our export statistics, what areas they 
are in, our import statistics, their impact on our markets, and all of 
those things. 
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I would say, and again I can inquire if there was a specific study, 
Senator, started at a specific time, but I would say we are constantly 
studying the questions. 

Senator Harrxe. I am not talking about the statistics. The sta- 
tistics are merely a revelation of the facts. 

Mr. Ray. They are the tools you need. 

Senator Hartke. But they are nothing to do with the promotion 
of a program to correct the deficiency ; is that right ? 

Mr. Ray. Correct; subject to my previous answer. 

Senator Harrxe. I mean, they have to be had, and I think you do 
a fine job there, incidentally, on that, but what I am trying to find 
out is, are you studying, for example, the effect of Soviet dumping 
in on the international market and its effect upon our local economy ? 

Mr. Ray. I am sure to the extent there is such dumping, we are 
studying it. 

Senator Harrxe. Do you know when those studies began? The 
reason I ask this is when the confirmation of the Secretary of Com- 
merce was before the Interstate and Foreign Commerce Committee, 
the proposed appointee, who was not confirmed, said that no studies 
had been made up to that time, and I was wondering if they have 
been instituted since that time. 

Mr. Ray. Well, I wouldn’t—I would be glad to advise you whether 
formal studies or what you might call organized studies are under- 
way, and when they were started. 

I will say, though, that all of these areas of America’s competitive 
position in this worldwide marketplace we speak about are under 
constant study by Commerce and many agencies of the Federal 
Government. 

Senator Harrxe. I think they could be a real material contribu- 
tion, I believe, in this particular thing. I think you would find most 
of your business, industry in the United States, feels that frankly 
there is a lack of, at least, transmittal of valuable statistical informa- 
tion in regard to the effect of, say, the Communist countries in inter- 
national trade. 

Mr. Ray. Well, I know 

Senator Coorrer. Will the Senator yield just a moment? 

Senator Hartke. Yes. 

Senator Coorrr. Doesn’t the Department of Commerce have a sec- 
tion which deals with international trade ? 

Mr. Ray. Very definitely. 

Senator Cooper. It does. And the Department of Agriculture has 
a section which deals with international trade of agricultural 
products ? 

Mr. Ray. Definitely. 

Senator Coorrer. Do not the Departments of Commerce and Agri- 
culture work with the State Department constantly in connection with 
international trade ? 

Mr. Ray. Yes, sir. 

Senator Coorrr. And moving against trade restrictions imposed 
by other countries? Are you not going to meet in just a short time 
in Geneva to discuss the restrictions on trade imposed by other coun- 
tries against American products? This activity is taking place all 
the time, it it not? 
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_. Mr. Ray. It is a very constant process, and I would like to add, 
if I might, that I am not under quite the same impression that you 
are, Senator Hartke, with regard to the feelings of the business com- 
munity, because there are just a host of services, published and other- 
wise, that are provided, “Survey of Current Business,” “Survey of 
Economics,” and all kinds of special surveys, and businessmen are 
free to come to any division of Commerce and do come in streams to 
find out and get the raw materials to find out what the impact on 
their industry is, of particular trade movement, trade activities, and 
I am not trying, I hope you will understand, to duck this question of 
a study, but trying to bring out that we think we are studying this all 
the time. 

Senator Harrxe. With regard to the Soviet dumping of aluminun 
on the market, for example, approximately less than a vear ago, no 
effort, I understand, was made to determine what the effect of it was, 
and I understand the aluminum industry called upon the Secretary 
of Commerce to try to find out the extent of the dumping, and so forth. 

Mr. Ray. I am not familiar with that. I feel that perhaps it was 
in connection with a reimport from an export transaction, but I am 
not familiar with it. 

Senator Harrse. This was a question of the depression of the world 
price of 2 cents a ton on aluminum where they dumped it into the 
market, and they had really a deficit of their own aluminum require- 
ments, as we understand it, but yet they found it fit and to their ad- 
vantage to depress the world price by going in and offering it at less 
than the going market price, thus causing havoc among the free world 
societies, of course. 

Mr. Ray. Well, we, of course, are not entirely in a position to con- 


trol the prices at which the Soviet may sell products, but in some 
respects we are, because in some areas, as you know, we can control 
and avoid against what might be thought of as undesirable barter 
transactions, and I think we are as familiar with that as we can be— 
I mean I think we have as big a hold on it as we can get. 


LOCAL INDUSTRIAL PROMOTION 


Senator Hartke. Let me come to another field for a moment. You 
talk about the promotion of what you called organizations to attract 
industry—some of them have various names. 

I think there are some 6,000-odd plus organizations in communi- 
ties today which are doing that throughout the United States and 
some 1,800 of those have created industrial foundations to attract 
industry, which is all very good and to be commended. 

But let me ask you, is this actually anything more than a subsidy 
on the part of the local community ? 

Mr. Ray. Well, I think it is—I really do not know too much about 
that, but it is, in part, a subsidy. Certainly it is a subsidy in techni- 
cal activities, in the search for good citizens in the local communities, 
in an expenditure of their time, if you call that a subsidy. 

Senator Harrxe. I am not being critical. 

Mr. Ray. And I think there are actual situations that I have heard 
of where there have been actual gifts to these local foundations in the 
interests of the community. 

Senator Harrxe. All right. 





UNEMPLOYMENT PROBLEMS 251 


What I am trying to find out is, are these creative really or are 
they merely competitive? 

In other words, do these actually create new jobs or do they just 
compete against other communities for the same job? 

Mr. Ray. I think a little bit of both, to be quite frank. I suppose 
they could be either or both. Surely, if in the choice of an avenue 
that a community should take, it would do, it should do, what any 
sound community or businessman, for that matter, would do, to look 
at his competition, look at his transportation costs, and make sure he 
ismaking a mousetrap that somebody will buy. 

Senator Hartke. But in this bulk of these untouchables of unem- 
ployed, how does the location in one community, as related to another 
community, reduce the total number of unemployed ? 

Mr. Ray. Well, I think in a number of ways, because we do have 
an expanding industry; that is our premise, and we are always estab- 
lishing new branch plants that do not dissolve the old branch plant 
or the main plant at home or wherever it is, and then there are also 
new products and new technologies, and competitive advantages. 

But let me say two things: The word “untouchables” is not my word. 

Senator Hartke. That is my word. I will take credit for that. 

Mr. Ray. I did not introduce that; and, secondly, none of us would 
gain if we just subsidized, if that is what you are implying. 

Senator Harrke. That is right. 

Mr. Ray. If we simply subsidized a plant some place and made it 
so that it, in effect, had “tariff type” protection, and you took somebody 
out of business somewhere else—— 

Senator Harrxe. That is right. 

Mr. Ray (continuing). We would not be doing a service at all. 

Senator Harrse. That is all I have, Senator McCarthy. 


NEED FOR EXPANDING JOB OPPORTUNITIES 


Chairman McCartuy. Mr. Ray, I have just one or two questions. 
On the first page of your statement you say : 


We have implicitly accepted the responsibility not only of meeting market 
demand, but also for providing employment opportunities annually for large 
groups of new entrants to our working force, such as graduates from our 
academic institutions. 


Would you explain that sentence to me? 

Mr. Ray. Well, as you read it now, I think the first thing I should 
say, when I say, “we,” I mean our country. I do not mean the 
Commerce Department. 

Chairman McCarruy. That was the first question I had; you were 
referring to the country. 

Would you explain then the next part of the sentence— 
the responsibility not only of meeting market demand, but also providing 
employment opportunities. 

What would that criterion actually be? Would this be comparable to 
saying 

_Mr. Ray. I think this implies two or three things. Our popula- 
tion is used to a standard of living which enables it to buy a very 
wide variety of goods and services, and our production should keep 
abreast of those 
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Chairman McCartuy. Wholly effective demand. Would you say 
this is comparable to rejecting the idea that we can produce only if 
we can market what we produce out of profit ? 

Mr. Ray. Well, I think that is going to continue to be the criterion 
of most businessmen. 

Chairman McCartuy. Would you say we should go beyond that? 
Do you include the businessmen or just everybody except the business- 
men ? 

Mr. Ray. I think it is implicit in that our production should keep 
pace with our natural demands, and that we should not have scarcity 
situations where price pressures become heavy. 

Chairman McCarruy. Well, my question is whether we really do 
implicitly accept this; whether, let us say, the steel industry, would 
feel obligated to continue production to provide for employment for 
all of its employees even though this might result in some loss of 
profits on their part. 

Mr. Ray. Well, I think you are going to have interruptions in the 
actual workings of this concept, unless you are going to regulate the 
question of strikes. But, by and large, of course, it is the objective of 
the stee] companies to meet. the demands. 

Chairman McCartuy. But to make profit, is it not? 

Mr. Ray. Definitely. 

Chairman McCartuy. It is a demand upon which they can make 
a profit 

Mr. Ray. Yes, sir. 

Chairman McCarruy (continuing). Rather than providing job 
opportunities for the graduates. 

Mr. Ray. The new graduates are going to buy some steel products 
also, but it is a matter of meeting demands, not having large surpluses 
in our economy, on the one hand, and on the other hand, not having a 
scarcity of goods where price bidding and competition creates one 
type of inflationary pressure. 

Chairman McCarrny. I think we are in agreement that we are not 
sure that this obligation is implicitly accepted by everyone. 

Now, my question is whether or not it is accepted by the Department 
of Commerce. 

Mr. Ray. Well, it is accepted in the sense, certainly, that we wish 
to contribute everything we can to it as an agency. But, admittedly, 
the marketplace is a greater force than anything that the Department 
of Commerce can do. 

Chairman McCarrtuy. I think we agree on that point. 

Let me ask you now, does the Commerce Department—I have 
trouble with this word “we”—Mr. Stans uses it now and then. I do 
not know whether it refers to the administration or whether it is the 
Bureau of the Budget. 

Mr. Ray. That is not a proper way to have said that, and I hope 
I have corrected it, that I was not talking about the department or 
even the Government. 


RATE OF ECONOMIC GROWTH 


Chairman McCarruy. I made reference to Mr. Stans and, per: 
haps, I could ask you for an explanation. I do not know just what 
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he had in mind when he used the world “we”, but when he was asked 
about what he would define as a specific problem, he said, 


We are not dealing with problems, but we are dealing with dimensions. 


I have not been Able to get an explanation ‘of that from.any Repub- 
lican member of the Senate. I thought, perhaps, someone in the 
administration might be able to tell me what this dimension is that 
they are dealing in. Well, I will not press you on that, but I think 
you might take it up at a Cabinet meeting some time because it would 
be helpful to us to know just what this dimension is. 

I would conclude from your remarks that you are gener ally satisfied 
with the rate of economic growth in the United States. 

Mr. Ray. Well, I hate to use the words “ever satisfied.” I would 
like to see it grow at a greater rate without that-growth being merely 
reflected in additional Government expenditures ¢ or prices. I am for 
all the growth that we can get. 

Chairman McCarruy. It would be good it we had more growth, 
but not at the cost of more Government intervention, even though 
Government intervention might stimulate growth? 

Mr. Ray. Yes; I think I would agree with that statement. 

Chairman McCarrny. Would you rather have a growth of 2 to 3 
percent a year without Government intervention than to have it at the 
rate of, let us say,’ percent with some Government intervention ? 

Mr. Ray. I really cannot assume that we would get it. I am afraid 
we would injure the thing that creates the 3 percent. 

Chairman McCarruy. Well, we might argue about whether the 
Government intervention would accomplish it. I think that would be 
open to argument. But if we assume we might accomplish it through 
some Government intervention, is this vole a matter of principle 
with the Commerce Department, or is there room for some practical 
accommodation between the total free enterprise system and some 
Government intervention? I think we realize now, that you can have 
a little bit of socialism without going all the way and that the welfare 
state is not necessarily all-consuming. 

Mr. Ray. I do not disagree with those observations. I think, again, 
it is a question of definition of what you mean by “some of these 
things.” 

Obviously, we, and by that I mean the Government and all our 
people, are interested in a certain amount of Government stimulus. 

e have large areas of regiilation. 

I find it hard to generalize about how much more or less would 
constitute a different kind of a society or would injure what we have. 

I think we have to look at these things one at a time with a great 
deal of care. 

Chairman McCartuy. You think we are reaching the danger point? 

Mr. Ray. There are some areas where I think relaxed regulation 
would be desirable. 

AID TO DEPKESSED AREAS 


Chairman McCartuy. Would you say we have reached a danger 
point with reference to.the particular areas that the President ad- 
verted to in his report : 

Federal assistance to these communities is required not only to mitigate the 


hardships of individuals and families, but also to provide for the use of under- 
utilized resources, to the enhancement of the national welfare. 
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What programs do we really have that are effective in this area? 
What is the administration really recommending in support of it? 

Of course, in these hearings we have established that the Defense 
Department is diverting approximately $100 million in contracts to 
areas considered to be excess labor supply areas. 

Your testimony indicates that the Small Business Administration 
has provided something like $2 million, I think, for State area develop- 
ment programs; and the administration supported an area develop- 
ment program or a distressed area program which would authorize 
something like $53 million of “seed money,” as they call it. 

Is it your opinion that this is an adequate program, or that this 
is about as far as we should goif we are to go at all? 

Mr. Ray. Yes, I think so, and there are reasons why I think so. 

This seed money that we were speaking of a moment ago, as to the 
seed money that will produce plants, in other words, seeds that will 
grow, and none of us wants to underestimate how desperately we wish 
to help the economy, and more than that the human needs in these 
areas, but we must be careful we do not do a disillusioning thing, and 
by going in to create a thing of the marketplace, to create instead 
something that is really not at all tested in it, where the second 
mortgage loan from the Government, to use one illustration, is so 
significant that mere salvage values would protect the local first 
money. Then you do not have a test, and then you may find failure 
on your hands. And that is one of the reasons why I think it is 
adequate. 

I think you have a fund there that you can go in and try out and 
be pretty sure, if people are able to utilize it, that what they do will 
succeed. 

Chairman McCartuy. The $53 million program related to a total 
economy producing over $430 billion a year. This does not seem like 
very much, does it ? 

Mr. Ray. No, indeed, it does not. 

It does not seem like very much and I do not want to in any sense 
seem to be underestimating the problem nor to seem to have all of 
the answers to it. 

This must become one of the tools, I would say, that we use, and 
we are talking about a given number of areas where we are thinking 
not in terms of our total employment picture but of these areas which 
persist, which is something like, at the present time, I think, maybe 
15 percent or so of our total unemployment. 

Chairman McCarrnuy. That is right. 

Has the Department of Commerce made studies with regard to 
programs of this kind in other countries? Has the Department 
studied programs to relieve areas of acute unemployment or distressed 
areas in England, for example, or in West Germany where there was 
substantial intervention and investment directly through government 
channels? Do you have such studies? 

Mr. Ray. Mr. Roterus tells me we do have studies. I was going 
to say I know we do because I have seen them. We have reports 
from the British Government concerning it. 

Chairman McCartny. I wonder, if those reports are not restricted 
or confidential, whether you could submit them on all the countries 
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upon which you have them. We would like to have them for the 
record. 

Mr. Ray. Yes, sir; thank you. 

(The following information was subsequently supplied :) 


While the Department of Commerce has been following activities of foreign 
governments with respect to distressed areas, it has issued no formal reports 
on the subject. 

Two countries—Great Britain and Belgium—whose experience in this field 
are most interesting are discussed below : 

In Great Britain the legislative program to eliminate local areas of economic 
distress began on a modest scale in 1934, and culminated after World War II, 
in a licensing system that required Government approval of industry plans for 
plant construction or expansion. 

Highlights of the pre-World War II area assistance efforts included: 

(1) Giving preference to the depressed areas in the award of Government 
and defense contracts. 

(2) Establishing Government-sponsored, nonprofit corporations to operate 
“trading estates” in the depressed areas. These “estates”, comparable to planned 
industrial districts in this country, were authorized to purchase land, install 
needed roads and utilities, and erect factory buildings for lease to manufacturing 
industries. 

(3) Creating a “Special Areas Reconstruction Association” which could make 
loans up to 10,000 pounds ($48,500) each to firms in the areas which had “reason- 
able prospects of succeeding.” Later, the British Treasury was authorized to 
make direct loans to firms located in the depressed areas. 

(4) Exempting firms moving into the depressed areas from the special national 
tax on defense profits, in whole or in part. 

Following World War II, in order to bring about and insure a more rational 
distribution of industry, the Distribution of Industry Act of 1945 was passed, 
and subsequently amended so that with minor exceptions, all plans for erecting 
or extending industrial buildings required a Government certificate indicating 
that the project was “consistent with the proper distribution of industry.” A 
special office was established to coordinate industrial expansion plans with Gov- 
ernment, regional, and area planning programs. 

In mid-1956, the Government discontinued aid to factories in the depressed 
areas except in special cases, on the grounds that restraints on investment were 
being imposed, and that private building since 1945 could be relied on to continue 
the rehabilitation program. 

In Belgium, recent (1959) legislative acts aimed at raising the general level 
of the economy and combating structural unemployment by offering investment 
inducements also includes aid for local areas of severe economic distress. The 
assistance is to be effective through 1961 but may be extended. 

In brief the provisions of this investment legislation include: 

(1) Up to 2-percent reduction below “normal” rates for projects contributing 
directly to development, conversion, or modernization of industrial or handicraft 
enterprises. 

(2) Government guarantees of loans up to a maximum of 5 or 6 million francs. 

Additional assistance may be granted in event of an economic depression. 
This assistance involves larger interest rate reductions in special cases and 
blanket loan guarantees to all or most all cases, and some tax exemptions aid 
as well as increase in amortization rates. 

New or existing industry expansion in areas or regions needing extra help 
will be granted higher rates of investment aid including larger reduction in 
interest rate (4 percent) and higher loan guarantees. 

Direct cash subsidies are also provided to industry in distress areas—-up to 
20 percent of investment cost of buildings and 7.5 percent for equipment. These 
meee may be increased but not to exceed individual cash subsidy of 1 million 
rancs. 

Aid to distress areas will be for 3 years and may be extended. Distress areas 
will not exceed 15 percent of population of Belgium. 

Stock market and capital gains will not be taxed if these gains are invested 
in newly created productive industrial companies. These provisions are most 
liberal if the new companies are located in distress areas. 
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Finally, as a further inducement for investment capital, companies which can 
show that their total new investments in any year exceeds the amount allowed 
for depreciation of existing assets will be allowed to schedule the excess as 
“supplementary investment.” For this they will be given a special tax allow- 
ance enabling them to write off 30 percent of the extra cost in the first 3 years. 

All these provisions are retroactive to January 1959 and apply equally to 
foreign and domestic firms. 

By tying the regional assistance law to the investment law the Government 
hopes to rehabilitate the depressed regions by improving the investment climate 
and making the inducements attractive enough to enable it to be selective in 
the choice of industries that will receive the benefits permitted under these new 
laws. 

Chairman McCarruy. I wonder if you would accompany ‘your 
statement with an identification of your aids. 

Mr. Ray. Yes. This is Mr. Roterus on my left, who is the head 
of the Office of Area Development; Mr. Meehan, who is the head of 
our Office of Business Economics; and Mr. Upham, Deputy General 
Counsel; and Mr. McClure, Assistant General Counsel of the De 
partment. 

Chairman McCartruy. Thank you. 

Mr. Hartke has a question. 


NEED FOR ADDITIONAL JOBS 


Senator Hartke. In 1960, I think, we are going to have a half 
million some new entries from the high schools, so-called war babies, 
entering the labor force; in 1965 it will go up to a place where it will 
be a million additional people moving into the market. 

Has the Department taken any steps to give any consideration as 


to what can be done to accommodate these people ? 

Mr. Ray. Well, not in a direct employment agency sense, but, of 
course, to keep realizing or believing that if 

Senator Harrke. You are familiar with those figures, are you not? 

Mr. Ray. I assume they are correct. I am not familiar with them. 

Senator Hartke. They are:published by the Department of Labor, 
I mean it is a public document. I do not expect you to be acquainted 
with all of them, but I just wondered whether there is going to be a 
terrific impact on the labor market, on the availability of people. 

Mr. Ray. And again it is going to—— 

Senator Hartke. Go ahead. 

Mr. Ray. It is just another challenge, I think, that faces us in this 
technological growth that we must have. 

Senator Harrxer. I would like to hear you say “challenge,” but 
what are we going to do to meet this challenge? And this is in your 
Department and this is what I am trying to find out. 

Have you taken any new steps? Are you developing any new pro- 
grams? Are you submitting any suggestions? 

Frankly, I would like to have you submit one that was all wrong 
than not to submit any at all. 

Mr. Ray. Well, we, of course, as I say, do not endeavor to act as 
more than an expert, if you will, and attempt to point out with the 
other departments of Government, such as the Labor Department, that 
these things are going to happen to our economy, they are going to 
create additional markets, and if these people are not absorbable by 
normal growth factors, are going to create unemployment. 
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Beyond that, I do not know what the Commerce Department should 
be doing to indicate how precisely those people would be absorbed. 

Over the past 20 years or a little more, we have absorbed into our 
economy a most remarkable number of people. 

Senator Harrxe. But we have not absorbed them as fast as West- 
ern Europe, and we have not absorbed them fast enough to keep up 
with the last peak period, and we have not absorbed them fast enoug: 
to eliminate this 5 percent of our people who are out of work, who 
are hungry, who are starving, in a country which has great surpluses. 
And that is just as inconceivable a factor to me as to how we can have 
people hungry in America and we are producing more than we can 
take care of; and this is not a question of politics or anything else, 
but it is a question of human welfare. 

Mr. Ray. Well, I agree with that. However, I do not think that 
there is any significant hunger in this country. 

Senator Harrxe. Well, I could take you to some areas, and I hope 
you will be good enough to go along in some field hearings, and I 
will show you some. I have seen them, and I would hope that the 
Department of Commerce, if they are not acquainted with this, that 
they would send one of their staff members along to actually witness 
some of this hunger. 

Mr, Ray. Well, we—— 

Senator Harrxe. And witness children without decent clothes to 
go to school in. Would you want to send your child to school with- 
out decent clothes and have him be ridiculed by the rest of the 
students ? 

Mr. Ray. Well, as I said a moment ago, I do not want in any sense 
to leave any impression that I am underestimating the seriousness of 
this problem. 

Senator Harrke. I appreciate that. 

Mr. Ray. At the same time, I do not think that I have all the 
answers to it. If I did, I would be pretty proud of myself. 

Senator Harrxe. I hope you do just this one thing, ask the De- 
partment of Commerce to read the very specified duties, the general 
overall No. 1 thing, and that is to promote the general economy of 
the United States. 

Mr. Ray. Yes, and I would say in response—— 

Senator Harrxe. And to formulate programs to carry out that 
provision. 

Mr. Ray. I would say, to the best of our ability and within the 
budget we have, we are doing the very best we can. 

Senator Harrxe. I am not being critical, except I want somebody 
to try to meet this challenge, and I would hope that you folks would 
maybe dig a little deeper and dig a little harder and work—not 
longer, but with greater diligence to try to come up with some of the 
answers. 

I assure you if you come up with an answer that I will be willing 
to go along with you. 

Mr. Ray. Senator, we will take that message seriously, and we will 
do and continue to do and endeavor to expand our efforts. We are as 
deeply interested in it as this committee. Anything we can do here- 
o to cooperate with you, we would appreciate the opportunity to 

0 it. 
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I should say I just received a note that I have a mandatory date 
at 12:30. 

Chairman McCarty. Senator Cooper wants to ask a question. 

Senator Cooper. One minute, please. I would just like to make 
this suggestion, if I might. 

I think everybody is agreed that despite an advance in the economy 
during the last 3 years, we have got these pockets of unemployment; 
and they persist. 

DEPRESSED AREAS PROGRAM 


Now, the administration has a depressed areas bill, which evidently 
the Senate, at least, thought was inadequate. I thought so. 

We passed a bill which called for about $387 million. I think the 
administration bill is less than $100 million. 

It does seem to me that this program should be regarded as an 
emergency program. I believe there should be some accommodation 
between those points to see if a depressed areas program of this 
nature would work. 

I do not know whether it would work, and I do not think we know, 
generally, whether it would. But we have these areas, and it seems 
to me then there should be some adjustment of differences. The 
administration could at least go up somewhat in its own figure. Per- 
haps the Congress could reduce its authorization, but let us try it. 
That is my suggestion. 


COORDINATED LONG-RANGE PROGRAM 


The second thing—and I will not belabor the point—is that in cer- 
tain areas of this country, as I said a few minutes ago, I know it is 
true in my own State, the basic problem is simply that those regions 
are underdeveloped. They lack the necessary communications and 
water. We have Federal programs. It would seem to me that the 
Government of the United States, in conjunction with the States, 
could at least direct those programs in better fashion for longer range 
programs, to provide communications, water, to help develop those 
areas. I think that in itself would bring economic growth to these 
regions. 

One other comment, and I then close. 

My friend, Senator Hartke, has pointed out that in Western Europe 
there has been a more rapid rate of economic growth. I assume that 
is true. I do not have the figures, but I am assuming it is true in 
England and in Western Germany; and I assume, also, there probably 
has been a more stable situation as far as inflation is concerned. 

Now, is it not a fact though that those countries have made heroic 
efforts to manage their own financing ? 

Mr. Ray. Unquestionably. 

Senator Coorer. And to manage their budgets and their debt? I 
would like to say that I think that this is one of our important prob- 
lems; we have not made those heroic efforts to manage our own busi- 
ness, either in the management of debt or deficit, and I think Congress 
has to bear its responsibility for that. 

Mr. Ray. Well, I agree with that. I think, in fairness to ourselves, 
we ought to remember that we, magnanimously and in our own self- 
interest, in a way, contributed a great deal to their recovery, which 
no one was contributing to us. 
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On your second point I have already said I would explore what 
interagency things are going on in this public development field, and 
report to you whatever I can find. 

Chairman McCartruy. I wish to thank the witness. 

I think we might observe that in view of the amount of time that 
was given to the Department of Commerce, that we might assume 
that this is an indication that we count on you to do more about this 
than we count upon the Department of Defense in its procurement 
policies. 

Mr. Ray. We will try to shoulder that responsibility, Mr. Chair- 
man. 

Chairman McCarruy. The Chair wishes to announce that the hear- 
ings will resume at 1:30. I want to apologize to the witnesses 
scheduled this morning, but this is the best we can do. 

Thank you very much. 

(Whereupon, at 12:40 p.m., the committee recessed, to reconvene 
at 1:30 p.m., the same day.) 


AFTERNOON SESSION 


Chairman McCartity. The committee will be in order. 

The first witnesses this afternoon will be Professor William 
Miernyk and Professor Richard Lester, one of Northeastern Univer- 
sity, and the other of Princeton. 

Dr. Miernyk, will you present your statement first? 


STATEMENT OF WILLIAM H. MIERNYK, NORTHEASTERN 
UNIVERSITY 


Mr. Miernyk. I have no prepared statement, Senator, but I thought 
Icould in very brief time make a short statement now. 


EXPERIENCE WITH CHRONIC UNEMPLOYMENT 


In any growing and dynamic economy, there is bound to be a cer- 
tain amount of movement of industry, technological change, shifts in 
demand, and other changes of this kind that are going to produce 
unemployment. 

Some of this unemployment will be liquidated by the normal opera- 
tion of the labor market, by the movement of new forms of economic 
activity into areas where old industries are declining, and by some 
outmigration of labor. 

But we have certainly had sufficient experience in this country with 
the kind of persistent unemployment, which we refer to as structural 
unemployment, since the end of World War II. 

The major point I would like to make in my comments is that this 
problem is not unique with us. It has been experienced by other 
countries, and I wanted to just very briefly summarize what one of 
the countries, one other country, has done about this problem. 

The British, perhaps, have been faced with this problem for a longer 
time than we have. It was quite serious before World War II. 

Of course, we had widespread unemployment in this country at that 
time also, but as early as 1934 steps were taken in that country to try 
to understand this problem and to try to do something about it. 
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UNITED KINGDOM POLICY 


In that year, in 1934, the British passed a law called the Special 
Areas Development and Improvement Act, which established machin- 
ery to investigate these conditions, and which, hopefully, would do 
something about them. 

Actually, because of the widespread unemployment during those 
depression years, and because at that time, perhaps, the Government 
was not certain about the types of measures it should enact, this leg- 
islation did not produce any notable results. But at the end of World 
War II, when again this problem became a serious one, despite the 
very high level of employment in Great Britain, two other acts were 
passed; the first, in 1945, called the Distribution of Industry Act, and 
a second in 1947 called the Town and Country Planning Act. 

I am not going to go into these laws in detail, but simply briefly 
summarize what they tried to do. 

Even earlier, when the coalition government was still in effect, a 
white paper—that is, a Government policy statement on unemploy- 
ment—was published, which recognized the seriousness of this prob- 
lem of structural unemployment, and in this white paper the Gov- 
ernment proposed to attack the problem in three ways: By encourag- 
ing the location of new enterprises in depressed areas; by encouraging 
the movement of workers from one area to another; and by providing 
training facilities to fit workers in declining industries for jobs in 
expanding industries. 

Then, under these other laws I mentioned, the Distribution of In- 
dustry Act, and the Town and Country Planning Act, various steps 
were taken to encourage new types of economic activity to move into 
the depressed areas. 

While there might be some room for debate about the actual level 
of unemployment in these depressed areas, after these measures had 
been taken, just as there is debate about the true level of unemployment 
in the United States, it seems to me to be abundantly clear that these 
measures were largely successful, that they did reduce the level of un- 
employment far below what it might have been in the absence of these 
measures. 

I believe Professor Lester is going to comment on unemployment 
statistics in Great Britain, and I will not touch on that. 


FAILURE TO IMPLEMENT EMPLOYMENT ACT 


In concluding my statement, I would simply like to point out that 
despite our Employment Act of 1946, nothing of this sort has been 
attempted in this country, although it has been proposed in the various 
area redevelopment acts or bills which have been introduced into the 
Senate and into the House, and some of which have been passed by 
the Senate. 

In considering measures such as this, to combat structural unem- 
ployment in the United States, I think it is helpful to look at the 
experience of other countries, which, admittedly, have a somewhat 
different political philosophy than ours, and, perhaps, can take meas- 
ures, which we have not been able to up to now, and to-at’ least: get 
some broad ideas of how such legislation if enacted, might help to 


~—_— -—— =~ we ff FO eee 





UNEMPLOYMENT PROBLEMS 261 


mitigate, if not completely solve the problem of structural unem- 
ploy ment in this country. 

Chairman McCarrny. Dr. Lester, do you wish to make your state- 
ment, and then we will ask questions ‘of both of you? 


STATEMENT OF RICHARD LESTER, PRINCETON UNIVERSITY 


Mr. Lester. I have some notes here from which I would like to 
make some comments, Mr. Chairman. 

I have also distributed, I believe, to the staff, five charts, five tables, 
to which I will make some reference in the course of my comments. 

I might start by saying that in seme respects the items that I am 
trying to deal with, particularly with respect to the compensation or 
the offset of unemployment compensation to the wage laws, I am in 
process now of making a study which will involve that, and, therefore, 
whatever I say with respect to these first three tables is re: lly 
preliminary. 

WAGE LOSSES FROM UNEMPLOYMENT 


What I am currently engaged in trying to do is to attempt to esti- 
mate for the period since World War II the loss of w ages from unem- 
ployment and the extent to which unemployment compensation has 
met that loss. 

I would say at the outset that for most States that we do not even 
have good statistics on the distribution of the average weekly wages 
of the unemployed workers who are drawing benefits; in other words, 
we do not, except for a few simple studies, at a particular time, so 
far as I have been able to discover, we really do not have good figures 
on what the wage payments to these people were, on an average W eekly 
basis, before they became unemployed, and certainly we do not have 
a good statistic on how those vary over the business cycle. 


UNEMPLOYED RECEIVED BELOW AVERAGE WAGE 


Roughly, from the figures I have seen, the unemployed who are 
drawing benefits before they became unemployed were getting about 
three-quarters of the average wage of all covered employment. Their 
wages are somewhat lower as an average, in good part, because they 
are women, and low seniority people in the group that are first unem- 
ployed, and the more marginal groups. 

But, of course, if you get into a recession, such as we had last year, 
you find that the steelworkers and the auto workers and others with 
fairly high rates of pay may influence this figure. 

I think it is a comment on how much we need to know that we do 
not really know how much people have lost through unemployment, 
who are drawing benefits, and the extent to w hich the benefits that 
they are drawing compensate for their wages. 

I have attempted to in these tables to use one method of trying 
to figure out the extent to which unemployment compensation may 
have : compensated for their wage loss. 

Let me indicate briefly the method that I have tried to use. I am 
hoping to refine these figures and to apply the technique on a State- 
by-State basis, and to improve them. 
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WAGE LOSS IN COVERED EMPLOYMENT 


But it is pretty clear, it seems to me, from the preliminary work 
that I have ee that unemployment compensation is meeting a much 
smaller pr oportion of the total wage loss from unemployment ‘than the 
calculations of a few people would seem to indicate, particularly the 
National Industrial Conference Board, and when I say that about 
the National Industrial Conference Board calculations, I want to 
make it quite clear that even though I may be a bit critical of them, 
I admire them for trying to go ahead and doing something in this 
area because they are one of the few groups which has done anything 
in this area. 

Their calculations, however, it seems to me, give a figure that is 
altogether too high, ‘primarily for two reasons: The way they make 
their estimates is to take the peak of employment and then find out 
the drop in the payrolls from that: peak, and then from that same peak 
period the compensation, the increase over the period prior to that 
in the unemployment benefits. 

Now, it seems to me that kind of measure gives you a static trend. 
In other words, they figure the dip and up to the peak where it comes 
parallel to the peak ‘of the previous upswing. 

That fails to take into account primarily two trend factors. One 
is the increase in the work force, and the other is the increase in aver- 
age pay even during the period of recession. 

Therefore, their “figures come out to be about twice the size of my 
figures, because my fiom es take into account primarily these two items 
of trend. 


If you turn to these tables (12, 13, and 14), you will see that the 
method that I have used is explained at the bottom of the table. 
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(The tables referred to above follow :) 


TABLE 12.—Comparison of total benefits with calculated wage loss 
employment, 1949-50 recession * 


Period 


(1) 


1949: 
Ist quarter 
2d quarter 
3d quarter 
4th quarter... 
1950: 
Ist quarter 
2d quarter __- 
3d quarter -. 
4th quarter-- 





{In thousands] 


Actual total 


wages in 
covered em- 
ployment 


(2) 


$22, 889, 272 
23, 101, 734 
23, 390, 124 
24, 481, 903 


22, 905, 537 
24, 598, 499 
25, 384, 261 
29, 241, 349 





Total wages, 
calculated 
on 1948 to 

1951 increase 


$24 449, 024 
25, 016, 818 
26 024, 465 

292, 104 


28 


| 


26. 260. 063 
26 869, 915 
27. 952, 203 


30 387, 816 





Wage loss 
(col, 3 minus 
col. 2) 


(4) 


$1, 559 
1,915 
2. 634 
3, 810, 


752 
084 
341 
201 
3, 354, 526 
2, 271, 425 
1, 567. 942 
1 146, 467 





Difference 
in benefits, 
current 
minus 194% 
quarter 


(5) 


| $173, 856 
225, 497 
259, 837 
264, 352 


344, 
180, 
60, 
—10, 


591 
514 
340 





| 
| 


350 


263 


in covered 


Percent com- 
pensation 
(col. 5 divided 
by col. 4) 


(6) 


11.15 
11. 77 
9. 86 
6. 94 


10. 27 
7. 95 





! Method: Given approximately the same percentage of unemployment in the Nation’s work force in 
each quarter of 1948 and 1951, a querterly average increase in total wages in covered employment between 


the 2 years was calculated. 
year, 


The figure for the 3-year period was 24 percent or an average of 8 percent a 
The actual 1948 quarterly figures for total wages in covered employment were then multiplied by 8 


percent to derive the calculated figures for 1949 and by 16 percent to arrive at the quarterly calculation of 


total wages for 1950. 


This method assumes that no drop in the percentaze of unemployment between 1948 


ani 1951 would have meant a straight line connection in the figures between those years (and, therefore, a 


coistant yearly increase in wage scales and the 1948 pattern of seasonal variation). 
calculated figures for 1951 were very close as the following table indicates: 


In fact, the actual and 





Ist quarter 


2d quarter-_...- Ga et aie 
ae 


4th quarter. 


Total wages 
(actual) 


$28, 089, 051 
29, 267, 349 
29, 443, 954 
31, 916, 992 


TABLE 13.—Comparison of total benefits with calculated wage loss 
employment, 1954-55 recession * 


1954: 
Ist quarter 
2d quarter 
3d quarter... .. Sabcedabhicaiis 
4th quarter 
1955: 
ist quarter 
2d quarter.__- 
3d quarter 
ith quarter 





{In thousands} 


Actual total 
wages in 
covered em- 
ployment 


(2) 


$32, 565, 144 | 


33, 589, 959 
34, 013, 877 
36, 899, 602 


33, 969, 482 
36, 301, 534 
37, 962, 910 
40, 403, 884 





Total wages 
calculated 
on 1953 base 


$34, 632, 885 
36, 107, 331 
36, 542, 769 
38, 825, 346 


36, 282, 070 

37, 826, 780 | 
38, 282, YO! | 
40, 674, 172 


Wage loss 
(col. 3 minus 
col, 2) 


$2, 087, 741 | 


, 517, 422 
2, 528, 892 
1, 925, 744 


2, 312, 588 
1, 525, 246 
319, OL 
270, 288 


Difference in 
| benefits, cur- 
} rent minus 
| 1953 quarter 


$279, 604 
347, 021 
288, 148 
149, 565 | 
234, 133 | 
125, 499 
| 63, 585 | 
—35, 170 


| 
| 


Total wages 
(calculated) 


$28, 071, 101 
28, 723, 013 
29, 879, 941 
32, 483, 527 


in covered 


Percent 
compensa- 
tion (col. 5 
divided by 

col. 4) 


10, 12 
8. 2 
(19. 87 


' Method: Although in 1955 and 1956 the percentage of the civilian labor force who were unemployed 
failed in any quarter to fall to the 1953 figures, the last quarter of 1955 approached the last quarter of 1953 


(the percentages were 3.8 and 3.3, respectively). 


Since total wages in covered employment in the last 


quarter of 1955 were 9.27 percent above the last quarter of 1953, an average increase of 5 percent per year 
was used in deriving the calculated figures (this makes a slight allowance for the larger percentage of unem- 
ployment in the last quarter of 1955). Therefore, the calculated total wages was derived by multiplying 
the quarterly 1953 figures by 5 percent for the 1954 figures and by 10 percent for the 1955 figures. This method 
assumes that no drop in the percentage of unemployment between 1953 and the last quarter of 1955 would 
have meant a straight line connection in the figures between those 2 periods (and, therefore, a constant 
yearly increase in wage scales and the 1953 pattern of seasonal variation). 
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TABLE 14.—Comparison of total benefits with calculated wage loss in covered 
employment, ~1957-58. recession * 


{In thousands] 





| Difference in 

Actual total | Total wages benefits. cur- | Percent com- 
wages in calculated Wage loss rent minus pensation 
Period |  eovered on 1956-57 | (col. 3 minus last 1956 (col. 5 
| employment base col. 2) quarter and | divided by 
Ist 3 1954 col. 4) 
quarters 


(1) i | (2) : (4) | (5) (6) 


files stele pieganeegbsalial teteoaediae 


1956: 4th quarter. ___- -| $44, 267, 144 
1957: 


ist quarter sie medeok 41, 845, 600 
a ae 43, 062, 755 2 
3d quarter_-_-._---- eae ee 8 eee ee 
ath quarter_....;........... 45,196,471 | $47,365, 844 
1958: 
[st quarter __._-_-- cae 40, 901, 854 44, 774, 792 3, 872, 938 483, 710 
2d quarter olei bn ‘ 41, 562, 063 46, 077, 148 4, 515, 085 657, 908 
3d quarter 46, 597, 150 |- 379, 548 








1 Method: ‘The last 4 quarters before the 1957-58 recession were the last quarter of 1956 and the Ist 3 quar- 
ters of 1957. Comparison of total wages in covered employment for those 4 quarters with the corresponding 
quarters the year before (last quarter of 1955 and Ist 3 quarters of 1956, when the percentage of the civilian 
labor force unemployed was, for each corresponding quarter approximately the same) showed the following 
pere-ntage increases: Last quarter 1955 to last quarter 1956 of 7.77 percent and the Ist 3 quarters of 1956 to 
the corresponding quarters of 1957 of 7.77 percent, 6.34 percent, and 6.40 percent, respectively. Recognizing 
that the index of industrial production was declining after January 1957 a 7 percent increase was assumed to 
be “‘normal’’ and was applied to the last quarter of 1956 and the first 3 quarters of 1957 to arrive at a calcu- 
latec total wages assuming a continuation of the 1st 3 quarters’ 1956-57 average increase reckoned at 7 per- 
cent. Figures for actual total wages in covered employment are not available beyond the 2d quarter of 
19568. 


What I have done is to take the actual wages in covered employ- 
ment; I take first the period quarter by quarter in 1948, and I com- 
pare that quarter by quarter with the period 1951, and if you take the 
figures, which you do not have with you, you will see that the average 
unemployment rate in percentage times was roughly the same for the 
four quarters of 1948 and the four quarters of 1951. 

So I measure the trend that way, and then I get for those three 
quarters the percentage increase quarter by quarter, and the average 
increase for the four quarters was 24 percent divided by 3, which 
gives you 8 percent a year. 

Now, the increase is more rapid during that period, in good part 
because the price level was rising and wages were rising faster. 

Then, if you apply that 8 percent trend increase—this is all for 
covered employment only; that is, employment covered by the State 
unemployment compensation programs—and if you apply that then 
to the figures quarter by quarter for 1948, it gives you what they 
would be if they had continued from 1948 to 1951 with the same per- 
centage, roughly the same percentage, unemployment, and by taking 
the quarterly figures, you then make allowance for the seasonal factor 
as well. 

If you do that that gives you then a calculated increase, in column 
3 here—the trends, the figures, for 1949, quarter by quarter multiplied 
to give you a calculated increase of 8 percent a year, and that gives 
you the figures that would occur if we had not had an increase in 
unemployment. 

Column 3 gives you the difference between column—column 4 gives 
you the difference between column 2 and column 3; column 5 gives you 
the difference between the current quarter out payments for benefits 
and the similar quarter in 1948. 
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So that is the increase in benefits over the corresponding quarter in 
1948—and the last column then gives you the percent compenstaion 
to wage loss. 

The corresponding figures for the National Industrial Conference 
Board runs, as I say, twice that figure. 

I could go into some length in stating why the figures are as low 
as the trend line, but I will not take the time to elaborate on that. 

It does show, it seems to me, a good part of the wage loss is not 
compensated for, because you have got shiek sem employment, part- 
time employment, unemployment that is not compensated for, the 
waiting week, and the exhaustions, and so on, and then you have got 
the factor of the weekly benefit ceilings. 

So that, in general, the second table is calculated in the same way, 
except for this particular period because there was no increase in the 
prive level, and because wages did not rise so rapidly, and a 5-percent 
figure is the more appropriate one to figure the trend. 

When I come to table 3, which is the most recent one, I, of course, 
do not have a subsequent period of peak from which to measure; and, 
therefore, table 14 is on a much weaker basis. 

What I have done in table 14 is to use as a normal the increase in 
total wages in covered employment for the four quarters beginning 
with the last quarter of 1955 to 1956, and then the first three quarters 
of 1956 compared to 1957, because by the last quarter of 1957 you 
really had a significant downswing, and I have used this measure, and 
that turns out, if you develop the trend that way, it turns out to be 
7 percent, in part because wages and prices were increasing during 
that period. 

Now, the next general item that I would like to briefly mention is 
this: that we now seem to have—and this you have already been 
discussing—we now seem to have, since 1953, a higher percentage 
of civilian labor force who are unemployed in good times. 


TABLE 15.—Cyclical sensitiveness of unemployment compensation * 


Col. 2 Col. 3 in 
divided by percent of 
percent of 1945-57 
work force, average 


Total benefit Col, 1 | 
unemployed 


payments— corrected 
States for trend 


(2) 


(3) (4) 





1945 aa $445, 866 $445, 866 
1946, en 1, 094, 850 1, 043, 734 i 
1947 - 776, 165 719, 090 199, 747 89. 
1948 ‘ 793, 265 671, 695 197, 557 88. 
1949 irs eet ew ne atsn aided a 1, 737, 279 | , 441, 224 | 262, 041 117, 
1950... . js ea 1, 373, 426 A 214, 528 96, 
reac uae xa i enkicnbnaght e | 203, 179 | 91. 
I es niee 8, 237 | 656, 448 243, 129 109. 
1953 CN naam deine ous ee an eben ¢ 503, 697 237, 478 | 106. 
1954 J ; 2, 026, 866 | , 230, 528 | 246, 106 110. 
ees ee ae ea aeua 1, 379, 219 § 3e 200, 333 | 90. 
1956 aes 1. 409, 312 187, 456 84. 
1957 7 1, 766, 445 ' | 198, 072 89. 
1958 3, 512, 733 . 641, 341 241, 374 108. 
3, 910, 976 | , 826, 854 268, 655 1 


‘ 


$234, 666 105. 
267, 624 120, 


AOnBK ADH DDDOn 





8 
oo 


' Method: The total yearly benefit disbursements under State programs was corrected for trend by 
dividing the raw figures by 2 indexes on a 1945 base. 1 index was that for total State unemployn ent insur- 
ance coverage in terms of employment and the other index was that for average weekly benefits for total 
unemployment. The resulting figures (col. 2) were then divided by the annual unemployment rates (per- 
cent of civilian labor force who were unemployed) to get col. 3. Col. 4 simply expresses col. 3 in terms of 
the annual average as equal to 100 (the average for the years 1945-57, with 1958 added since the calculation). 
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T have not discussed table 15, and I won’t bother with it unless there 
is some particular question, because all this shows is that the second 
year of unemployment is a recession you tend to have a drop in the 
relative proportion of the benefits, and therefore—and also that the 
increase in unemployment benefits relatively during a recession is 
not as great as you might think it would be. 

The results here in this table actually are a bit exaggerated be- 
cause I use as a trend of figures the covered employment, and during 
a recession covered employment tends to decline, and that tends to 
give a little exaggeration in the final column here. 

But I would like, since I do not have much time and I do not want 
to take a great deal of time—to develop these things, to turn to table 
16, which deals with something that you have been discussing, dealing 
with the question of the percentage of the labor force who seem to be 
unemployed during good times being relatively high since 1953. 

For example, the annual averages for 1947, 1948, 1951, 1952, and 
1953 were below 4 percent. 

And in some of the months of those years, 1947, 1948, 1951, 1952, 
and 1953, the figures for some months were below 3 percent. Indeed, 
1952 and 1953, there were 3 months where percentages of unemploy- 
ment were as low as 2.4 or 2.5. 

However, in the 1955-57 boom, the annual averages were above 4 
ercent, and the monthly averages never got below 3.5, 3.1, and 3.7 
or 1955-57, respectively; and for the first 4 months in 1959 it was 

6.3 percent, and it was 4.4 and 4.5 on a seasonally adjusted basis. 

This seems to imply—although it is too short to interfere with the 


trend, it seems to imply that 1953, although too short to talk about 
a continuing plateau of unemployment, it means that our economy 


has not been so successful in absorbing unemployment in the past 6 
years as it was earlier. 

One can speculate about this and about the period of sluggishness 
and the greater waste of our labor resources during this period, and 
I certainly have no special competence in this kind of speculation. 

Undoubtedly, certain factors, such as the tight money policy, the 
developments in the structure of our economy, automation, the rela- 
tive decline in the demand for goods over against services, and factors 
of that sort, undoubtedly enter into the picture already and are 
influential. 

I do not think we know enough, and that would be one of my pleas, 
that we do not really know enough about this situation to give any 
really good answers, and that is one of the reasons, it seems to me, 
that we really need much more information than we have with respect 
to a great many of these items dealing with the question of unem- 
ployment. 

COMPENSATION UNEMPLOYMENT 


Table 16 contains the unemployment percentages for a number of 
countries. 
I have picked just countries that had a continuous index for this 
eriod of time. Countries like Sweden and one of two others had a 
reak in their figures, so that they do not give a continuous picture. 


0 a ee oe ee et et 
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TABLE 16.—Unemployment 


[Percent of labor force or other statistical unit] 


Sa a tt ce al le alas 
Japan!| United Western |wether- Bel- | Nor- | Italy ? 

| Kingdom 2 | Germany ?| lands 2| gium 3} way 2 

| 

| 

| 

1 Based on labor force sample surveys. 


2 Based on unemployed registered for work. 
3 Compulsory unemployment insurance statistics. 


| unitea | Can- 
States!| ada! 
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Source: Statistical Supplement, International Labour Review, July 1059. 


It is evident that none of the other eight countries, with the possible 
exception of Canada, has had the problem of relatively higher unem- 
ployment rates in 1955, 1956, and 1957 than we have had. In other 
words, if you look at these other countries in 1956 or 1957, they 
reached a low point, one of the lowest points, if not the lowest point, 
in the figures, beginning with 1952. 

I should explain that I do not think you can make intercountry 
comparisons here; that is, the fact that Great Britain’s index of un- 
employment seems relatively low compared to ours is not a valid 
comparison, in my judgment, and I will say a word about that in a 
moment. 

I think you can make comparisons over a time within one country, 
but I do not think you can make valid comparisons between countries, 
and let me illustrate that by the British example, because I believe 
that was discussed in committee here on one or two occasions in the 
last couple of days. 

UK UNEMPLOYMENT DATA 


I have before me here an article that has just come out by Prof. 
H. A. Turner of the Manchester University, and it was, this article 
was published in the May issue of this year of the Manchester School 
of Economic and Social Svadien: 

The article is entitled, “Employment Fluctuations, Labor Supply, 
and Bargaining Power,” and Professor Turner goes into this question 
of the unemployment percentages for the United Kingdom and says 
that if you put them on anything like a comparable basis with the 
He gy States they would perhaps be double what they are in this 
table. 

Let me just read a couple of passages to explain what he has in 
mind as to how he arrives at that conclusion. I am quoting him now: 

The figures of unemployment are, of course, derived from a count of the people 


registered at the employment exchanges as unemployed on a particular Monday 
in each month. 

Probably the critical factor in determining whether unemployed people will 
sign on at the exchanges and will continue to do so regularly after they have 
first lost employment, is that this act is a condition to their drawing unemploy- 
ment benefits or national assistance, if they have fallen back on that. 


47557—-59—pt. 1-18 
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Three classes of workers, however, are ineligible for benefit: Married women 
who have adopted, that is, chosen, as a majority of them do, not to contribute to 
national insurance; most workers over retirement age who are on national 
pension and who have had a similar option; and contributors to national in- 
surance who are disqualified from benefit for any one of a variety of reasons, 
for instance, that they had left work voluntarily. 


He 'goes on to explain: 


In the postwar period of high unemployment, however, it had been much 
more common for people to leave their jobs voluntarily, thus disqualifying them- 
selves from benefit. This period has also encouraged a tendency, even among 
ones who are actually dismissed, not to register at the employment exchange 
immediately because they might be sent to a job they did not like, under penalty 
of forfeiting benefit, but-instead to shop around.for some time in hope-.of finding 
a place that suited them. 

And for these reasons— 


he says— 


that at any rate the 1951 census of population returned some 445,000 people 
out of work in April of that year; the number of registered as wholly unem- 
ployed at the nearest count to that time was less than a quarter of a million. 

In ‘other words, the 1950 census showed about double the number, 
and he goes on to say: 

To judge by payroll trends then in November 1958, there were at lease 430,000 
and, perhaps half a million people, mostly married women and elderly, who 
would, had it not been for the recession, been in employment, but were, in fact, 
not or were not registered as unemployed. 

If one supposes that no more than an additional 100,000 people out of work 
were unregistered for other reasons, the total of such concealed unemployment 
would have represented between 2% and 3 percent of the employees; and had 
the official unemployment percentage, 2.4, on the 8th of December 1958, been 
compiled by methods like that used in the United States, which picked up such 
people, it would probably have been more than double. 


UNEMPLOYMENT DATA TO SHOW TRENDS WITHIN A COUNTRY 


So that, I think, these figures are valid only, as I indicated, over 
a time within one country, but they do have implications, it seems to 
me, for this country, and that is the need for improvement in and 
understanding of why our increases in employment do not seem to 
pull in, as many people out of the unemployed, as apparently was the 
case after the first recession that I mentioned, and was not the case 
apparently after the 1953-54 recession, and, perhaps, although it is 
too early to tell, may not be the case after this current recession. 

Certainly it seems to me that our economic policies, whether mone- 
tary policies or budget policies or other economic policies, ought to 
be examined to see what influence they may have had on this tendency 
for us to not have the employment absorptive power in the American 
economy in recent years that we apparently had right after the war. 


NEED TO IMPROVE UNEMPLOYMENT INSURANCE AND EMPLOYMENT 
SERVICES 


Now, finally then I would say that it seems to me that there is need 
for improvements in our unemployment compensation program so 
that we do cover a high percentage of the wage loss. 

I think there is another whole area, in connection with that that 
needs much more study, much more programing much more action, 
much more money, and that is the employment service. 
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This is an area in which it does seem to me that you can do some- 
thing to stimulate the absorption power of our economy in pulling 
in especially marginal groups, such as the physically handicapped, 
the older workers, and the youths who leave even before they com- 

lete their high school education. 

The State employment services have been providing tests and 
counseling service for the high school student who did not go on to 
college; they have a harder job in doing it for these people who dro 
out of high school and go to work. It requires jadi more time aa 
effort on the part of the employment service to work out placement 
for these marginal working groups, and the recent across-the-board 
cutback of Federal funds for the State employment services, which 
will mean certainly, in New Jersey, less attention to the job of placing 
the unemployed in jobs, and particularly these marginal groups, an 
this cut was an across the board for all States, and in my State, for 
example, it would mean a cut from 20 to 25 percent in interviewers 
in the local employment offices, and they are the people primarily who 
help place jobless people in jobs. They are the ones who try to fill the 
vacant jobs, and I would put a great deal of stress on the possibility 
of the employment service through testing, through counseling and 
guidance, and through aiding people in getting the proper training in 
matching jobs, and people who need jobs. 


UNEMPLOYMENT INSURANCE AND VOCATIONAL RETRAINING 


I think another aspect that ought to be looked into is the desir- 
ability of continuing the payment of unemployment compensation 
during the period when people take vocational retraining. 

In most all States a person, if he agrees to take vocational retrain- 
ing, loses his unemployment compensation, and yet at that period you 
may want to train him for a new job. 

I think we ought to look into the experience of the States who 
have begun to pay benefits during a period of vocational training. 

They do not eliminate a person’s eligibility if he does go on a pro- 
gram of approved vocational retraining. 

Michigan and Washington, D.C., I believe, have that, and there has 
been some experience with it abroad, but it does seem to me that 
whole area of the employment service and the adapting of people 
to jobs while they are on benefits, if necessary, through vocational 
retraining, is one which would be well worth looking into. 


FURTHER UNEMPLOYMENT STUDIES 


Finally, my plea would be that we ought to have much more 
study really of this whole problem of unemployment. I look at it 
from the point of view of the people in universities, and I can count 
on two hands the people who have made any real study of unemploy- 
ment, and have done a great deal with respect to it in the last 5 years 
in the way of publication. 

There are very few academic and professional people now studying 
this whole area of unemployment. 

It is amazing to me, when I get in to try to figure out what looks 
like such a simple problem of how much wage loss people in covered 
employment, let alone uncovered employment, have suffered. We do 
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not know very much about the uncovered, but where we have covered, 
we have had an unemployment compensation system for 20 years, 
and yet. we really do not know very well what the loss, even the wage 
loss, is to people in covered employment, and how it varies over «a 
time. 

So that it does seem to me that in this area we need to have much 
more in the way of analysis—we, perhaps, have most of the statis- 
tics—if they were compiled and analyzed and worked in different 
ways. We need to examine the experience, and we need to develop 
programs and some coordination, further coordination, between the 
Federal and the State policies, and this is a matter, of course, that 
you cannot do in 2 or 3 months. It isa matter that takes some period 
of time. 

But it does seem to me that unless you do a fairly thorough job, 
perhaps the results will not be of much consequence. 

In this area we have had, it seems to me, too much of the quick 
look and not enough of the thorough analysis. 

That is the extent of my statement. 

Chairman McCarrny. Thank you very much, Professor Lester. 

Mr. Lesrer. Thank you very much, Mr. Chairman. 

Chairman McCartruy. Senator Cooper? 


PROFESSOR LESTER'S RECOMMENDATIONS 


Senator Coorrer. I gather from what you say then you make three 
definite recommendations : 
One, that the coverage and benefits of the unemployment insurance 


system be expanded and increased ? 

Mr. Lester. I do, Senator. 

Senator Cooper. Second, you recommend strengthening of the un- 
employment service ? 

Mr. Lester. The employment service. 

Senator Coorer. The employment service ? 

Mr. Lester. That is right. 

Senator Coorer. Well, it could be unemployment, too—the employ- 
ment service. 

And, third, to provide benefits during periods of vocational 
training? 

Mr. Lesrer. And finally I would say I would emphasize, Senator, 
that we have not really had anything like enough study and analysis 
of this whole problem. 

Senator Coorrr. That is all. 

Chairman McCartuy. Could I interrupt, Dr. Lester? Would you 
specify—you do not have to do it now—or could you list certain areas 
and types of problems which you think should be studied? Perhaps 
some could be covered in the taking of a census or by the Department 
of Commerce or the Department of Labor. It would be helpful. 

Mr. Lester. I would be pleased to submit for the record, if you wish, 
a statement of some areas. 

Chairman McCarrny. Very good. I do not think you need to state 
it here before the committee, but would you list the types of informa- 
tion which you think would be helpful in relation to the overall prob- 
lem of unemployment or to any of the special activities that you think 
ought tobe expanded? We would appreciate it very much. ~ 
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APPLICATION OF UNITED KINGDOM AREA DEVELOPMENT FOR UNITED STATES 


I have a question for Dr. Miernyk, and Dr. Lester may wish to 
join in the answer. 

Dr. Miernyk, you have studied the English system. Do you see any 
application in the United States of the practices with which they 
have experimented or with which they have been reasonably 
successful ? 

Mr. Mrernyx. Well, they have tried to do through these various 
programs three things in general: 

One, where there have been areas of declining industry, they have 
tried to steer at least part of their growth industries to these areas. 

At the same time, they have encouraged the movement of some 
workers from declining areas o other areas where industry appears to 
be expanding, and then they have made some efforts to retrain workers. 

Most recently the Government, I think, has recognized that they 
have overcapacity in the textile industry. This has been one of the 
industries where there has been chronic unemployment, and that. is 
very true of United States. 

So that the Government has tried to liquidate some of this capacity 
by eliminating older equipment and, while I have read nothing about 
this as yet, I feel confident that they will make the kind of effort they 
have in the past. to shift workers from this declining industry to other 
growth industries, and this would include retraining, helping those 
workers who are required to move to find housing and, perhaps, do a 
little more than we have done to keep workers informed about where 
other job opportunities are. 

Well now, we could not do all of these things in this country with 
existing legislation, but we could do a great deal more than we have 
done, I think, to provide better labor market information. 

Now, the Bureau of Employment Security does publish data on 
labor-market conditions for selected labor of market areas, but we do 
very little in a positive way to make it easy for workers to leave areas 
where unemployment is substantial and move to other areas where 
there at least might be better job opportunities. 

I feel we could learn a bit by the experience of the British in dealing 
with this one particular aspect of the problem which I have concen- 
trated on, and that is the problem of structural unemployment. This 
isthe kind which seems to persist during good times and bad. 

There are labor market areas in this country which have been classi- 
fied as surplus labor market areas for almost 10 years, and there is a 
tremendous waste of human resources here which, I think, other coun- 
tries, faced with a similar problem, have tried to do something about. 


HOME OWNERSHIP AND MOBILITY 


Chairman McCarruy. What have they done in England to en- 
courage this kind of mobility which seems extremely difficult to secure 
in this country ? 

Mr. Miernyx. Well, the two things they have done have been to 
offer some retraining, and one of the really critical points of encourag- 
ing people to move is to help them with housing. 

It has been pointed out by a number of witnesses before other com- 
mittees that one of the problems which has been encountered in the 
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surplus labor areas of the United States is that as industry moves out 
property values fall. Many of the workers own their homes, perhaps 
their entire lifetime investments—they might not have any actual 
savings in the bank—but their investment is tied up in a house. 

They cannot sell this house without losing money, and at the same 
time, if they move to another area where there are job opportunities, 
there is typically a housing shortage, and they have to pay premiun 
prices for houses. 

I am not certain that I can give you a quick answer to the question, 
Well, what do you do about this? But it is a very critical problem 
which needs to be thoroughly explored, and one of the obstacles to 
mobility which has to be overcome before we are going to liquidate 
that hard core unemployment. 

Chairman McCarruy. It is a choice between bringing the industry 
and employment close to the housing or of providing some means by 
which they can secure housing in the new area of employment. 

Mr. Miernyrk. I would say that probably the best solution would 
be to try to do both things, try to encourage some types of economic 
activity; it will not always be manufacturing industry, that may not 
always be the appropriate thing, but to encourage some form oi eco- 
nomic growth in the areas where there are surplus workers; and cer- 
tainly if you expect: those workers to move, particularly the older 
workers, the property owners, to make it easier for them to acquire 
housing elsewhere. 

RETRAINING 


Chairman McCarruy. Does retraining in England to any extent 
involve retraining from some kind of production employment. to 
clerical or service employment? Or is it principally a matter of 
retraining within the manufacturing phase itself? 

Mr. Mrernyk. I am not certain about this, but I would. guess it has 
been largely retraining for new types of manufacturing activity. 

Chairman McCarry. I know you are familiar with the trend in 
the United States. More and more people are employed in the 
clerical and service and semiprofessional occupations, whereas the 
manufacturing, at least the common labor side of it, has tended 
to decline. This would involve a more complicated process of 
retraining. 

Mr. Miernyk. It istrue, Senator, But there isno reason why some- 
one who has spent. a good part of his working life in manufacturing 
could not be retrained for some type of service occupation. 

We found, in studying experience of manufacturing workers who 
have lost their jobs through decline in their areas, that a good many 
of them do shift, those that find jobs, to service occupations. 

Unfortunately, they are the rather menial and low-paid occupations. 
They can become janitors and hospital attendants, and so on. But 
in the studies with which I am familiar, there has been a very drastic 
drop in the earnings of these workers. 

Chakanan McCarruy. And we have a problem of immobility which 
is related to unemployment, do we not? There are workers who 
probably should move and who would be more productive and make a 
greater contribution and probably increase their earnings if they 
could move into some other occupation. 

Mr. Miernyk. That is true. There is such a problem. 





UNEMPLOYMENT PROBLEMS 273 


OBSTACLES TO LABOR MOBILITY 


Chairman McCartny. I wonder whether the problem is as serious 
in a country like England where the programs of retirement, the 
unemployment compensation, and the health programs, and so on, 
are largely national programs, and are not so much attached to a 
particular job or to a particular industry ? 

Mr. Miernyk. Well, the British scholars who have made some com- 
parative studies of their labor market and ours are generally im- 
pressed by the great amount of mobility in this country and typically 
consider the British worker to be harder to move than the American 
worker. 

I think this is largely because they base their conclusions on aggre- 
gate shifts in population; and in the United States, we are a very 
highly mobile people. 

If you just look at the total figures, however, I think if you look 
behind the figures—— 

Chairman McCartuy. If we leave out the question of comparison 
between the United States and England and consider only our own 
situation, is there a problem of immobility? Is there a danger that 
pension funds which are related to a particular industry or a health 
program or such things as supplementary unemployment benefits tend 
to immobilize the labor force in some way ¢ 

Mr. Miernyk. This is very often alleged, and I am certain it is 
true in the case of employed workers. When the worker has built up 
a certain amount of vested rights in a job, he is not going to give up 
these rights voluntarily and shop around for another job elsewhere. 

I cannot see how it can keep the person who has been permanently 
displaced from his job from moving, because he has lost his rights, 
anyway. us 

Chairman McCarruy. Of course, he would not know when he was 
permanently displaced for some time; isn’t that true ? 

Mr. Miernyk. This is very true; and again, the few empirical 
studies we have had of the displaced workers show that they do not 
lose hope, that even some who have been out of work for several years, 
as is true among many textile workers, they continue to hope there 
will be a revival in their community. 

Mr. Lester. Senator, could I just add right there that it does seem 
to me that the two factors that are important in freezing people to a 
particular employer are, one, the seniority, which means a fellow—I 
would not emphasize so much the other rights as I would the seniority, 
because he gets his opportunity to advance by seniority; and, two, 
the practice of employers, which I do not in any way blame them 
for, of usually hiring in only at the bottom so that if the fellow was 
moved up in his existing firm to any extent and he goes to another firm 
he has to start in at the bottom and start working his way on up. 

I really think that is a main factor, and that the benefit aspects of 
it, from studies we have made, for example, pension people do not 
begin to think of pensions quite so much, aa the question asked a 
great many employers in the Trenton area, in hirmg new people, 
whether they asked much about the benefits, and so on—I think the 
benefits are subordinate, a subordinate thing to this main factor of 
seniority, plus the practice of large employers hiring in at the bottom 
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and having people work on up to the top, and that presents a real 
barrier to a person who is in existing employment from moving. 

We have made a study of the movement into the new Fairless plant 
by people in the community, and they did not move by anything like 
the extent from existing steel plants that people thought they would, 
even though they had the advantage of ground floor seniority, pos- 
sibility of a higher job moving into a new plant, and all the advan- 
tages of a new plant. 

There are a great many factors, and, particularly, this one of senior- 
ity, and the hiring practices that make the difference. 


JOB GUIDANCE 


But I do not think you have to rely so much on these people, older 
people and people with some seniority, unless they have en lis- 
placed, because you get most all of your adjustment that you need 
through turnover and the new entrants into the labor market. 

I would stress the importance of somehow guiding and directing 
the new entrants into the kind of industries that will expand, because 
they are the people on whom you have to rely, I think, mainly for 
your adjustment. 

Chairman McCarruy. Even more important than retraining those 
who are unemployed, especially the older group ? 

Mr. Lester. Well, you have a real obligation to retrain those who 
are unemployed; but the possibilities of directing and guiding and 
helping the new entrants or the people who are only in the labor 
market a very short period of time, and the possibility of training 
those people is much greater, and I think we are really lax in both 
areas, but particularly on the new people leaving school. 

We do not have very much in the way of guidance for them. We 
are not even able to follow them very well. 

Mr. Mrernyk. We do know that it is the young ones, the new en- 
trants into the labor force, who account for a great deal of this volun- 
tary movement. 

I would certainly agree with what Professor Lester says, that better 
counseling and guidance might cut down on certain types of undesir- 
able turnover. There might be too much movement among the very 
young. But the critical problem and the difficult problem is what to 
do with the older workers who do lose their jobs through no fault of 
their own, and then have the only opportunity of moving somewhere 
else at a hiring job starting right at the bottom of the ladder again 
or going into one of these service occupations that pay very poorly. 


PUBLIC ASSISTANCE AND MOBILITY 


Chairman McCartruy. This would be a problem of limited signifi- 
vance, I am sure, but of what bearing are the provisions we have in 
many State laws under which when a person who moves into a State 
is not eligible for special family benefits in the case of unemployment 
or of aid to the poor or old-age assistance? I suppose it would have 
some effect on the movement of the marginal workers, who might be 
concerned about such benefits. 

Mr. Lester. Well, as you know, Senator, it does not apply, usually, to 
the unemployment compensation; you can move to other States and 
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draw your nnemployment compensation. It is true that for relief you 
may be uuder restrictions; you have to have a year’s residence. 

Chairman McCarruy. These are people who are not covered. 

Mr. Lester. And for old age assistance you have to have a certain 
period of residence, and so on. Undoubtedly, it has some influence. 

But in my State, I know, you can move, and the place from which 
you move is still responsible for you up until a year. 

Chairman McCarruy. Within the State? 

Mr. Lester. Yes; that is right. 

Chairman McCartuy. There is some problem here with regard to 
interstate relationships? 

Mr. Lester. Yes, there is. 

Chairman McCartuy. We might well give some attention to that. 
It indirectly bears on unemployment; it is part of the social problems 
that result from unemployment. 

Senator Randolph, ic you have any questions ? 

Senator Ranpotrex. Thank you. Professor Miernyk, you have 
spoken of training and retraining of displaced and unemployed 
workers. 

Are you familiar with the legislation which has passed the Senate 
and which contains a provision to bring that about in, we shall say, 
the coal-mining areas of West Virginia ? 

Mr. Miernyk. Yes; I am familiar with that bill. 


AREA REDEVELOPMENT BILL TRAINING PROVISIONS 


Senator Ranpotpu. Would you say whether, in your opinion, you 
believe this type of legislation would meet, at least partially, the needs 
which you have indicated by your testimony ¢ 

Mr. Miernyx. I do. I certainly think it would meet part of it. 
I am not certain that the provisions in the Senate bill would com- 
pletely solve the problem, but it certainly would be an important 
step forward, and I think a very important part of the overall pro- 
gram is the proposed training of workers. 

Senator Ranpotru. You recall also that the so-called administra- 
tion bill pending in the Senate and House contains no such provision 
as the measure passed by the Senate in this regard ? 

Mr. Mrernyk. Yes. 

Senator Ranpoteu. Now, I would like to ask if you feel that the 
training of displaced workers could be handled by any agency within 
our political subdivision levels, other than at the Federal level. 

Mr. Mriernyk. Well, it could be. I do not believe it could be 
handled as effectively by, let us say, local agencies, as by a national 
organization which could view the entire labor market picture in 
the United States at one time. 

I might mention that a few years ago the city of Utica, N.Y.—I 
believe it was Titica, I am relying on memory here, was faced with 
a serious unemployment problem when a large factory or mill closed 
down and, through the joint efforts of the State division of employ- 
ment security, the local industrial development commission, and the 
local school system set up a program to retrain—I believe they were 
textile workers; they were taught a number of skills, blueprint read- 
ing, the use of various implements, micrometers, and so on, that 
would perhaps fit them for jobs in metal-working industries, and the 
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three organizations, operating cooperatively, did achieve some notable 
results. 

I think this is an interesting experiment, and while it did. not go 
as far as it could have it indicated that this whole idea of the retrain- 
ing of older workers for placement in the new types of jobs is quite 
feasible. 

But I would still say that I think an agency which could coordinate 
this problem nationally could do a better job than having a number 
of local communities try it on their own. 

Senator Ranpotrn. I join you in commending the initiative at 
Utica in this regard. 

I only indicate a belief that this is not fully the approach which 
would cover the exigencies of this problem. Is that your thinking, 
too? 

Mr. Miernyx. I would agree; I would agree. 


UNITED STATES UNEMPLOYMENT HIGHER THAN UNITED KINGDOM 


Senator Ranpotrn. Professor Lester, may I ask a question in re- 
gard to your tabulation on the United Kingdom? You have indi- 
cated by your chart that in 1958 there was 2.2 percent unemployment, 
and then you have read from—I’m not sure of the authority, but 
there was an indication that figure would perhaps be double the 
figure which you have set forth, which would bring it to 4.4 percent. 

In the United States, during much of 1958, we presumably had 6.8 
percent unemployment. Is it correct to say that approximately the 
unemployment in the United States as against Great Britain was 2.4 
percent more? 

Mr. Lester. I would say that it was perhaps roughly 50 percent 
more instead of putting it in quite such detailed figures, but un- 
doubtedly it was relatively more. 


UNEMPLOYMENT AND MANPOWER WASTE 


Senator Ranvoteu. Now, behind the figures—and we always have 
to realize there are faces behind these figures: Statistics in this area 
are rather cold and dispassionate, but behind the figures of unem- 
ployment there are the tragedies within families. I have seen those. 
And so I would want you to indicate, if you would, whether or not 
you believe that within the United States of America we have sufli- 
ciently—from the standpoint of government and private industry— 
given attention to the cost to our economy of the reservoir of unem- 
ployed, be it 5 percent or 10 percent or what it is in West Virginia 
at the present time—close to 12 percent ? 

Mr. Lesrer. Senator, I am particularly aware of this because I 
spent a great part of the 1930’s working on a Ph. D. thesis on unem- 
ployment relief in New Jersey, and I spent a good deal of that time 
in the relief offices in New Jersey, and I have also followed the un- 
employment problem ever since. 

There is no doubt about it that there is a great waste of manpower, 
and part of that waste is even concealed by the statistics because 
people under these statistics may be considered out of the labor market 
because they have become discouraged and do not think they can 
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get a job. There is no doubt that the human loss here is very heavy 
indeed. 

Senator Ranpotey. Thank. you, Professor Lester. 

We do know that when there are these pockets of unemployment— 
communities in which there are large numbers of unemployed—these 
areas tend to have a lower morale, which not only touches the lives 
of the persons out of employment, but also begins to deteriorate the 
morale of the community as a whole. Is that correct ? 

Mr. Lesrer. Well, I think that is correct. You get into a vicious 
circle in a way, Senator, because as your relief costs go up, your. local] 
taxes gO up, and that, in turn, tends to discourage industry and dis- 
courage people there. And I think as long as you try to handle this 
purely on a local situation, you do have a tendency to get this kind 
of a vicious circle of unemployment leading to more unemployment, 
and lower morale leading to lower morale. 

Senator Ranpoupn. Thank vou, Mr. Chairman. 

Chairman McCartruy. Thank you very much, Dr. Miernyk and 
Dr. Lester. 

The next witnesses scheduled for this afternoon are from the De- 
partment of Labor. First, Mr. Charles Stewart, Deputy Assistant 
to the-Secretary of Labor. 


STATEMENT OF CHARLES D. STEWART, DEPUTY ASSISTANT SECRE- 
TARY OF LABOR FOR RESEARCH AND DEVELOPMENT 


MEASURING UNEMPLOYMENT 


Mr. Stewart. Mr. Chairman and members of the committee, we go 
toa great deal of trouble and expense in the United States to collect 
and publish good statistics on unemployment. The reason we do 
so is that we believe such information is useful in connection with 
public policy: to enable us to understand better what the problems 
are and what policies are most appropriate and efficient for their 
solution. 

In my testimony today I will be concerned with the conceptual 
framework for measuring unemployment and for distinguishing be- 
tween various types of unemployment requiring different remedial 
policies. Mr, Clague and Mr. Goodwin will deal more specifically 
with recent factual developments and problems of unemployment as 
they appear at the present time or in the foreseeable future. 

The executive branch has twice undertaken major reviews of the 
adequacy of the Government’s statistics on unemployment—once in 
1948 and more recently in 1954—55—by interagency committees. I 
had the duty on each occasion to serve as chairman. The report and 
recommendations of ‘the-seeond group, the Review of Concepts Sub- 
committee of the Committee on Labor Supply, Employment, and 
Unemployment Statistics, were published in the November 1955 
hearings of the Subcommittee on Economic Statistics of the Joint 
Committee on the Economic Report. The Joint Economic Conmittee 
of the Congress has had a continuing interest in Federal statistics and 
has made important contributions to the improvement of our 
employment and unemployment statistics. 
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The measurement of unemployment has been greatly improved since 
its inception in 1939-40 through expansion of the size of the sample, 
improvements in sample design and schedule design, and attention 
to problems of enumeration and response. 

The conception underlying the measurement of unemployment in 
the United States, which we now take for granted, was an intellectual 
innovation of considerable originality. To define unemployment in 
a way that is both measurable and relevant to social and economic 
policy uses is more difficult than one may think. We had no adequate 
measures of unemployment at all up to that time. Countries with 
well-developed unemployment insurance systems had a useful substi- 
tute, but it was our monthly report on the labor force, based on a 
sample of the population, that has been the model for improvement 
in the current measurement of unemployment throughout the world. 


COUNTING OF TEMPORARY LAID-OFF 


The essential task was to provide as objective a basis as possible 
for measurement of a phenomenon that is in many respects highly 
subjective in character. This was facilitated by an approach that 
sought to measure employment and unemployment simultaneously. 
Working during a particular survey week is a fairly overt activity 
and an easy enough matter to measure. But suppose a person has a 
job but is not working for any one of a number of reasons? The 
decision in 1939-40 was to count all persons either actually at work or 
with a job, whether or not actually working, as employed. Thus I 
would be counted as employed if I had a job but was not working 
because I was sick, vacationing, stormed out by the elements, striking 
or idle because of a labor dispute at my place of employment, laid off 
with instructions to return to work within 30 days, waiting to start 
a new job or business within 30 days, or taking time off for personal 
reasons. I had a job; I was not jobless. This was the crux of the 
distinction. 

Such was the conception of employment until the revision in Jan- 
uary 1957, as recommended by the interagency review committee. 
The principal change then was to count people laid off from a job— 
even for a short stated period—as unemployed, in the same way as 
persons on indefinite layoff had always been counted as unemployed— 
a commonsense point of view. Similarly, persons waiting to start a 
job within 30 days are now counted as unemployed. 


SUBJECTIVE ELEMENT—“LOOKING FOR EMPLOYMENT” 


Unemployment presented more difficult problems for measurement. 
To minimize the subjective element, the overt act of looking for work 
was taken as the basis for measurement. But what is “looking”? It 
presumably involves some desire for a job and some effort to acquire 
one. When must one have looked? For realistic reasons the funda- 
mental basis for enumeration—a person’s activity in a single week— 
has been subject to certain specific exceptions. A person may be 
unemployed, although not actually looking, because he is waiting the 
results of looking prior to the survey week. Or he may not be look- 
ing that week because he is sick, or because he knows well enough that 
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no job in his line of work or in his community is available. Most 
important, since the January 1957 revision, is the case of the person 
who is not looking in the survey week because he is waiting to be 
called back to a job from which he has been laid off. Another 
exception since 1957 is a person no longer looking because he has 
found a job and is waiting to report. 

Looking for work, however, is the essential measurement basis for 
unemployment. 

This simple conceptual and enumerative framework has provided 
the basis for measurement in a field where previously current statis- 
tics were highly unsatisfactory. What we have is a monthly undupli- 
cated count of persons employed, unemployed, and out of the labor 
force, classified in terms of their labor market behavior according 
to a consistent set of rules. A person is always classified as employed 
if he worked at all during the survey week, and this applies to the 
self-employed and unpaid family workers, as well as wage and salary 
workers in private or public employment. But a person is always 
classified as unemployed if he is looking for work in the survey week, 
even if he may have a job, provided he did no work at all during the 
survey week. I may add the proviso that he will be so classified, 
provided this is reported to the enumerator—that is to say, if, in his 
own mind or the member of the household reporting for him, this 
looking for work is his real labor market status. 

This system of measuring unemployment cannot serve every con- 
ceivable need for unemployment information or policy purpose, but 
it serves most purposes more adequate than any other. It is usefully 
supplemented by our detailed employment statistics by industry and 
our administrative statistics from unemployment insurance. One of 
its merits is that the data reflect subjective elements as well as overt 
activity. 


PRESENT PRACTICES SERVE AS SENSITIVE INDICATORS 


It does give us, I believe, a sensible count of unemployment, and 
one which is quite a sensitive indicator of economic change from 
recession to recovery, and recovery to recession. 

The results have taught us much about the phenomenon of unem- 
ployment that we never knew before. An important illustration is 
the remarkable degree of shifting from day to day—or as we measure 
it from the survey week in one month to the survey week in the next 
month—of men, women, and youngsters in and out of the labor force, 
from unemployment status to employment or out of the labor force, 
from employment status to unemployment or out of the labor force, 
from agricultural employment to nonagricultural employment or the 
reverse, as well as dual employment in both farming and industry 
during the same week. It explains, for example, why unemploy- 
ment can rise at the same time employment rises and why unemploy- 
ment can fall even when employment falls. 

About 3 or 4 million persons enter the labor force and about the 
same number leave the labor force every month. 

Before we had this kind of survey, I think, no one could see that 
- change, the in and out change, is as great as it has been reported 
to be. 
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For modern economic policy, however, unemployment statistics are 
but a part of the economic data necessary; most of the economic 
decisions affecting the level and the stability of economic activity, 
and ‘hence. employment and unemployment, depend. upon economic 
ar.alysis based on the whole body of current economic data that has 
been developed in recent years in the United States. Nonetheless, un- 
employment is one of our key economic indicators. This is so be 
cause it touches our social conscience as well as our economic intelli- 
gence. Many other statistical series describe equally well the course 
of economic change during the phases of the business cycle. But no 
other series is so convincing as to what deviations from full employ- 
ment mean in. terms of people. 


CHARACTERISTICS OF UNEMPLOYED 


There has been increasing recognition in recent years that a total 
figure on unemployment is not enough. We need to have a break- 
down of the total; we need to know who the unemployed are, their 

ersonal characteristics, their age and sex, their occupational and 
industrial attachments, where they live, how long they have been 
out of work, and so forth. Much of this is provided by the Monthly 
Report on the Labor. Force or from statistics on.insured unemploy- 
ment or from industry employment reports. : 

We continue, however, to have a great interest in the single figure 
of total unemployment. This is partly because we tend to identify 
in our minds some figure of unemployment, or some percentage of 
the labor force, as a normal volume of unemployment. So long as 
that figure is not exceeded, we tend to think that the economy is 
operating within some close approximation of our policy goal of full 
employment. 

To date this has been the major use of unemployment statistics in 
the United States, and a useful one, for purposes of general economic 
policy. It provides a signal that no one is willing to ignore when the 
economy begins to deviate from a satisfatcory level of performance. 
The unemployment figure is subject, however, to many seasonal in- 
fluences, not only because employment fluctuates seasonally but also 
because the labor force itself fluctuates independently, in part, of 
changes in employment. To avoid misreading the monthly figures 
on unemployment, more attention has been given in recent years to 
seasonally adjusted indexes of unemployment, and more technical 
work needs to be done to improve these data in that respect. 


PURPOSE OF TOTAL FIGURE 


The total figure on unemployment serves important purposes, also, 
in the period of recovery from recession. While at the end of a 
period of prosperity we have a tendency to notice every weakness in 
the economy, in recovery we are more likely to suffer from overopti- 
mism. Once recovery has commenced, we are likely to think the 
ee of unemployment have vanished. Economic data of various 

inds are important for.the timing of anticyclica]l policies to knov 
when the downswing has been reversed. But if the unemployment! 
figure remains far above the level we commonly consider satisfactory, 
it fixes attention on the continuing problem of unemployment, whicli 
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may be quite different from the problem of cyclical unemployment 
to which policy is largely directed in recession. It is exactly at such 
atime that it is highly. important to know who are the unemployed 
and why they are unemployed. 

I want to stress today, if I may, why it is important to look be- 
neath the total unemployment figure and to question whether, in pe- 
riods of full-employment demand, such a figure may properly be 
considered to be essentially frictional or irreducible, as is quite often 
taken for granted. 

TYPES OF UNEMPLOYMENT 


In theory, frictional unemployment is the amount of unemployment 
that is equal to the number of unfilled job vacanies. There are sim- 
ply some frictions in filling jobs. 

If there are jobs someplace that cannot be filled by workers who 
are unemployed because they live in a different part of the country 
or they do not have the right skills or qualifications or because some 
time is required in matching workers and jobs, this number of work- 
ers is characterized as frictionally unemployed. The jobs are there. 
This amount of unemployment is said to be irreducible because unem- 
ployment would not be reduced, appreciably at least, at any given 
moment of time by an increase in the level of existing demand. The 
remainder is said to be cyclical. 

On this basis it would be quite easy to say there are only two kinds 
of unemployment: (1) Cyclical unemployment, resulting from lack 
of demand, and (2) noncyclical or frictional unemployment, resulting 
not from lack of demand in general but because unemployed workers 
at a given moment are not immediately available or able to fill the 
jobs for which there is a demand. We have both kinds at the same 
time but very little of the first kind in periods of substantially full 
employment. 

But this two-way classification of unemployment is unsatisfactory 
because the second category—the so-called frictional—lumps together 
two or more types of unemployment which need to be distinguished 
for public policy purposes. 


FRICTIONAL UNEMPLOYMENT 


Economists generally, as a matter of fact, have distinguished be- 
tween short-term and long-term unemployment in this second eategory 
of unemployment. Technically, the term “frictional unemployment” 
is usually reserved for unemployment of short duration that is largely 
unavoidable, under immediate circumstances at least, and is largely 
desirable for flexibility in a dynamic economy. We commonly recog- 
nize this when we refer to a minimum or frictional amount of un- 
employment, during what we consider to be a period of full employ- 
ment, as made up largely of workers between jobs. Unemployment 
insurance is particularly well adapted to this type of unemployment, 
although its usefulness is not limited to this situation. 


STRUCTURAL UNEMPLOYMENT 


The other type of noncyclical unemployment is usually referred to, 
technically, as “structural unemployment.” It can typically be recog- 
nized by its long duration. Structural unemployment arises out of 
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deep-seated shifts in technology and resource use or location of in- 
dustry or patterns of consumer demands. The maladjustments in 
the demand for and the supply of workers are not of a short-term, 
transitory, or seasonal kind, arising out of minor and ordinary shifts 
in the demand for workers. 

My own estimates of this second kind of noncyclical unemployment, 
based on data on the duration of unemployment, suggest that ap- 
proximately one-third of the unemployed, in periods we usually re- 
gard as ones of full employment, fall in this category. Their 
unemployment is too long in duration to be said to result from 
ordinary turnover or short delays occasioned by minor adjustments of 
the labor force to changing demands of business. 

One advantage of this emphasis is to avoid the narcotic effect of 
regarding all the unemployment in periods of full employment as an 
irreducible minimum. 

Unemployment of 3, 4, or 5 percent can be regarded as consistent 
with full employment only if nothing can be done to reduce the long- 
term unemployment that persists even when there is a full-employ- 
ment demand for labor. 

Recognition that there is a large volume of long-term unemploy- 
ment of a noncyclical character will help us to focus attention on the 
importance of policies and actions to deal with unemployment in 
prosperity as well as recession. This kind of unemployment problem 
may in time come to be more important quantitatively, I think, than 
the cyclical problem as we progressively increase our control over 
business cycle fluctuations. 

Cyclical unemployment can be dealt with by general economic 
policy measures directed toward stabilization of the general level of 
economic activity. Noncyclical unemployment cannot be dealt with 
in such simple fashion by general measures for stabilizing the general 
level of demand. Remedial action must be taken appropriate to the 
maladjustments involved. 


DEPRESSED AREAS 


The tendency to identify all unemployment in times of prosperity 
as frictional has led to the impression that labor immobility is the 
primary cause of such unemployment. However, the interest in 
recent years in depressed-area legislation has gone far to offset this 
view. Not even the most mobile labor force can readily adjust to 
major alterations in the patterns of labor demand resulting from 
shifts in the location of business, in resource use and technology, and 
in industrial and consumer demands. 


OPPORTUNITIES FOR REMEDIAL ACTION 


Nonethless it would be a mistake to underrate the opportunities for 
remedial action directed toward mene in the quality of the 
labor force, that is, measures to enhance workers’ capacities to ad- 
just to changing opportunities. The difficulties that stand in the way 
of personal adjustment to the changing demands of the economy are 
not simply or largely those of geographic movement. There is in 
fact an exceptional degree of geographic mobility in the United 
States, and mobility of other kinds. 
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Perhaps the problems that need most to be dealt with, on this score, 
are those connected with educational shortcomings and lack of skill 
development, complicated by reinforcing impediments—if not dis- 
crimination—on the basis of age, race, and sex. 

It is not an easy or shortrun task to reduce long-duration non- 
cyclical unemployment of the kind we have been talking about. 

It is possible, however, to do so—by repairing the economic strue- 
ture of chronically eee areas, by developing new areas of 
economic opportunity, by facilit: iting nvgration where feasible and 
desirable, by skill training and restraining, by efforts to reduce man- 
made seasonality in various industries, by better labor market infor- 
mation and counsel, by the elimination of job discrimination, and per- 
haps, most import tant in the long run, most of all in the long run by 
education. 

Even purely frictional unemployment can be reduced by improve- 
ments in Jabor market institutions, such as the Employment Service, 
to reduce the average time necessary for job placements where jobs 
are waiting to be filled and to reduce labor turnover occasioned by 
poor job placements and inadequate vocational counseling. 

Chairman McCarrity. Thank you very much. 


1957 CHANGES IN UNEMPLOYMENT SERIES 


Senator Cooper, do you have any questions ? 

Senator Coorrr. First, I would like to say I congratulate you on 
your statement. 

I notice in the first part of your statement you said that beginning 
in 1957 your Department changed the methods of calculating employ- 
ment. I think you said that prior to that time employment was 
based upon those who had a job even though they were not actually 
working for any reason. But since 1957 an individual must be actu- 
ally w orking to be counted as employed. 

Assume that you used the method that was used prior to 1957; if it 
were in use today would it show a larger number of people employed ? 

Mr, Srewarr. The only difference, if I may summarize it very 
briefly, i is that before January 1957, a person with a job but on tem- 
porary layoff less than 30 days would be counted on the employment 
side. "Now he is counted on the unemployment side. This, I think, 
is a commonsense change because most people regard people who are 
layoffs, as unemployed for the time. 

In addition to a couple of others, not so important, this is the only 
difference. Also until a 1957, if you were waiting for a job 
you were considered to have a job and we ud be counted as s employ ed, 

But beginning in January 1957, people who were not working, al- 
though they think they have a new job, are reported or counted as 
unemployed until they actually are on the job. 

Senator Coover. Practically, if you were using the system that wa 
used prior to 1957 would your employment figures today be larger aa 
the unemployed figures smaller? 

Mr. Srewart. Yes: the effect has been to make the employment 
figures lower by 250,000, approximately, and the unemployment 
figures higher by 250, 000. 


47557—59—pt. 119 
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ONE-THIRD OF UNEMPLOYMENT IS STRUCTURAL 


Senator Coorrer. Now, you have described your concept of the 
unemployed as a group who are unemployed because of what you call 
cyclical unemployment and so-called frictional unemployment. 

Do you say that, in your opinion, one-third of the total number of 
those listed as unemployed are in the cyclical category ? 

Mr. Srewarr. No; my reference to one-third was with respect to 
the minimum kind of group when we have full employment. 

I think one-third of those have unemployment of such long dura- 
tion, that the causes for their unemployment must be for structural 
maladjustments—either on the side of the organization of industry, 
the demand for labor, or maladjustments in terms of the labor supply 
itself, lack of the right skills or living in the wrong places. 

The amount of cyclical unemployment will go up and down. We 
have a lot of it in recessions, and we have to deal with that in a 
particular way. 

The amount of unemployment that is consistent with full employ- 
ment, which can be called either frictional unemployment or—break 
it in two parts, as I would prefer to do—part of it structural, and 
part of it frictional, this will vary for a number of reasons. 

It will vary from country to country. Our past experience has 
indicated some figure perhaps in the neighborhood of 3 or 4 percent, 
T think about one-third of that number represents long-term unem- 
ployment of a structural kind that, perhaps, can be dealt with—or 
at least are problems that ought to be dealt with, if they can be. 

Senator Coorer. But with regard to this group of unemployed that 
you speak of as unemployed, cyclical unemployment, you say—and 
I think you are right—that the remedy is broad national policy ? 

Mr. Stewart. Yes, sir. 

Senator Cooper. And that the remainder are types of unemploy- 
ment that special steps can be taken to reach ? 

Mr. Stewart. That is right. 

Senator Coorrer. Have you any way of determining or can you 
make any estimate, looking at the total number of unemployed, how 
many of those are in the cyclical group, how many are in the fric- 
tional and structural group ? 

Mr. Srewarr. You mean at the present time? 

Senator Coorer. Yes; percentages. 

Mr. Srewart. The proportions change, I think, during the course 
of the business cycle. If we really had full employment, we would 
presumably have no percent of the unemployment being cyclical 
unemployment. 

Senator Coorrr. That is correct. 

Mr. Stewart. We ought to be able to wipe that away if we have 
full employment so we have nothing left but some frictional unem- 
ployment made up, I would think, of two parts, some of which can 
be eliminated by remedying causes for it; and even the purely fric- 
tional resulting from short-term changes, people voluntarily leaving 
jobs, and so forth, this, too, can be reduced a bit, but not so much. 

Senator Cooper. Have you any statistics of what percentage of 
people in the total, who are unemployed—whatever the exact figure 
may be—are people who are looking for jobs in this mobile state, and 
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how many are unemployed because of structural unemployment? I 
know it would be a difficult job to make such an estimate. 

Mr. Srewart. I have been able to make only this rough kind of 
judgment, that one-third of those who are unemployed when there is 
approximately full employment probably ought to be characterized 
as cases of structural unemployment. 

The BLS is making some special studies for the joint committee, 
trying to show how much of the short-term frictional unemployment 
is caused by simply voluntary job shifting and things of that kind. 

The results of these studies are not ready, but I think it would be 
very useful to get some more concrete view than I have, simply by 
looking at whether unemployment is short or long, to know what part 
of what we call frictional unemployment really is the kind of fric- 
tional unemployment that people usually mean, namely, unavoidable 
delays caused by the fact that some time is required for an employer 
to hire somebody, for a worker to find a job, and to report to work, 
and that kind of thing. 

There is quite a bit of that in this country particularly, and I 
think a great deal more in this country than in many others, because 
our workers are more likely to shift. They want to shift; they have 
more confidence that they can shift, and I think we have a more 
changing type of economy with a labor force that is more mobile than 
we find in many other countries. 

Hence, I think, our true frictional unemployment may be-— 

Senator Coorer. The point I am trying to get at is in this total 
number of unemployed, not all are unemployed because of lack of 
jobs. 

Mr. Stewart. That is right, and this amount is the amount that we 
would have, if we had full employment. 

If you want to be more specific, I cannot say much more than 
approximately one-third is long-term unemployment rising out of 
these maladjustments, depressed areas, and so forth. 

We will be making studies trying to see what part can be accounted 
for by simply voluntary job shifting or other shortrun or seasonal 
changes. But we do not have more specific figures, I think, at the 
present time. 

SPECIAL AID TO DEPRESSED AREAS 


Senator Coorer. Would you agree that unless special steps are 
taken to reach certain areas, geographical areas, we are always going 
to have, or we are likely to have, except in great periods of business 
activity, people out of work, unless we do something about it, some 
special programs? 

Mr. Stewart. I think that is necessarily the case. 

Senator Coorrr. You believe there is a need then for special pro- 
grams to reach these people who are structurally unemployed ? 

Mr. Stewart. Yes, I do. 

Senator Coorrr. That is all. 

Cheirman McCarrtuy. Senator Randolph, do you have any ques- 
tions? 
CHARACTERISTICS OF THE UNEMPLOYED 


Senator Ranpotru. Mr. Stewart, you indicated that there has 
been increasing recognition in recent years that the total figure on 
wnemployment is not enough. 
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Then I have noted the breakdown and the attention you have given 
to other characteristics in connection with the work force. 

Within the U.S. Department of Labor is there an agency, or are 
there funds available by which this more comprehensive approach to 
more correct. and interpretive figures could be discovered or charted 
and analyzed ? 

Mr. Srewarr. Both Mr. Clague and Mr. Goodwin have work going 
on at the present time, and we have done considerable work in recent 
years, and we do have a considerable body of data showing the char- 
acteristics of the unemployed—I think more than people often realize, 

There is substantial data available, and both of these two agencies, 
the Bureau of Labor Statistics and the Bureau of Employment Serv- 
ice do have programs going on at the present time which will con- 
tinuously add to our knowledge of the characteristics of the unem- 
ployed. 

Senator Ranpotru. Thank you, Mr. Stewart. I think that is very 
important. 

I turn now to page 11, the paragraph next to the closing paragraph 
of your statement. I commend you for its content, and I believe that 
although we differ as individuals as to how this can be done, I think 
it is important that we recognize that it must be done if we are to 
have a wholesome economy within the United States, and I am in full 
agreement with the general observations that you have set forth. 

That is all. 

Chairman McCarruy. Senator Hartke? 

Senator Harrke. I have no questions. 

Chairman McCarruy. Thank you very much, Mr. Stewart. 


Mr. Clague, Commissioner of the Bureau of Labor Statistics. 


STATEMENT OF EWAN CLAGUE, COMMISSIONER OF LABOR 
STATISTICS, DEPARTMENT OF LABOR 


Mr. Cuacur. Yes, Mr. Chairman and members of the committee. 
We in the Labor Department welcome this opportunity to discuss this 
problem of employment and unemployment with you. 

I would like, Mr. Chairman, to proceed in this way, if I may. I 
would like occasionally to read from my prepared text, but I have some 
charts placed before you, and I think at times I would just like to 
talk to those charts. 

Chairman McCartuy. That will be fine. 

Mr. Cuacue. I will proceed in that way. 

The Department of Labor publishes information on unemployment 
derived from two different sources. One is the interviews of a sample 
of households, that is, families in their homes; and the other is ad- 
ministrative records of the unemployment insurance systems. 


INSURED UNEMPLOYMENT 


The data on insured employment are published by the Bureau of 
Employment Security, and Mr. Goodwin will be talking more about 
that later. 

At this point I would merely like to indicate what the groups of 
unemployed are that are included in these two sets of figures. 
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The insured unemployed represents the number of workers covered 
by State programs who have been unemployed for at least 1 week, 
and are claiming benefits. 

It includes some persons who are only partially unemployed but 
several groups of workers are excluded. Those excluded are, for 
example, those who have exhausted their benefit rights; new workers 
who have not yet earned rights to unemployment insurance, and per- 
sons losing jobs not covered by unemployment insurance, and I have 
listed examples of the noncovered. 

Insured unemployment usually varies between a half and about two- 
thirds of total unemployment. 


TOTAL UNEMPLOYMENT 


Now, the total unemployment estimates, based on household inter- 
views, are obtained from a sample survey of the population. 

The survey provides a comprehensive measure of the labor force, 
that is, the total number of persons 14 years of age and over who are 
employed or unemployed. ‘These data are collected by the Bureau 
of the Census every month for use by us. 

Trained interviewers interview a sample of about 35,000 households 
in 330 areas throughout the country. 

On July 1, 1959, the Department of Labor took over the responsi- 
bility for the content and analysis of the data on employment and un- 
employment based on this sample survey of households. 

The Bureau of the Census continues to collect and tabulate these 
statistics. 

We, in the Labor Department, have published two issues of the 


monthly report on the Labor Force since the transfer has occurred, 
and that is the green-covered pamphlet that you have there. 


ANALYSIS OF UNEMPLOYMENT 


If you care to turn to page 2 of the August issue, the one that is 
marked “August 1959,” you will see two charts there. One shows em- 
ployment from 1949 to 1959, and the one at the bottom shows 
unemployment. 

I would merely like to call your attention to the fact that in em- 
ployment there is a tremendous seasonal swing. 

You will notice that at the low point in the middle of the winter, 
which point is usually February, employment may be 2, 3, or 4 or even 
5 million lower than it is in the middle of the summer. 

One of the significant characteristics of the American economy is 
this very wide swing in the number of jobs within the year. 

In the bottom chart you will note the unemployment figures: The 
higher line shows the actual unemployment, and then the seasonally 
adjusted line; note too that unemployment tends to run inverse to 
employment. You will find that it is highest in the middle of the 
winter, and is generally lowest in the fall months. 

The one exception with respect to unemployment is that in the 
month of June the students come out of school and usually we get 
very high figures of unemployment temporarily. 
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Finally, you will notice that the insured unemployed fluctuates 
like the total unemployed, but they are significantly lower because 
not all workers are covered. 

In addition in analyzing the characteristics of the unemployed, 
which Senator Randolph asked about earlier, you will notice that we 
produced this pamphlet, “The Unemployed, Spring 1959,” analyzing 
the unemployed in April of each year for the last 3 years 1957, 1958, 
and 1959. 1f you would care to turn to page 11, chart 4, you will see 
the unemployment rates for wage and salary workers by industry. 

There one can see, looking at the left, that construction, both in 

ood times and in bad, has a heavy volume of unemployment in 

ril. 

ut was quite high in the recession, was lower in 1957, was still high 
in 1959. Durable goods manufacturing there in the middle of the 
chart shows a striking rise in 1958. Then you will notice over to the 
right there are certain kinds of employment, such as government or 
services, or even transportation and public utilities, which do not 
show such a high rate. 


DURABLE GOODS UNEMPLOYMENT 


Chart 5, the next chart, shows durable goods manufacturing. In 
some senses 1958 was a durable goods recession, and you will notice 
the peaks there; automobiles had a very high rate in 1958, primary 
metals at the left show a high rate, fabricated metals also. These 
are the durable goods that suffered most in the recession. 

Again turning over several more pages to page 23, chart 10, we 
have unemployment rates by occupation. There again you will see that 
nonfarm laborers, common labor, for example, has a right rate, about 
12 percent. Operatives in industry have a high rate, service workers 
also to some extent. Over at the right of the chart farm laborers 
show a heavy rate of unemployment. On the other hand, farmers, 
professionals, managers, clerical, and so on have very much lower 
rates, 

Chart 12 by age is interesting. You will notice that in good times 
and in bad youngsters 14 to 19 years of age have a heavy unemploy- 
ment rate. They will always show up in this way. This is not sur- 
prising. These are the untrained inexperienced workers. Even in 
good times they sometimes have difficulty getting jobs. 

You will notice also that the rates for older people are distinctly 
lower because they generally have more seniority and experience, 

Turning over to chart 14, we have contrasted the nonwhite—— 


LONG-TERM UNEMPLOYMENT 


Chairman McCarrny. Just a question about 13. We had testi- 
mony to the effect that less than half of the 800,000 unemployed for 
over 15 weeks were male heads of families. This is borne out by your 
chart, but the point is to qualify it. The fact that less than half were 
male heads of families doesn’t really take into account there are many 
other heads of families who are not males, and there are men who 


are responsible at least for themselves who may not be heads of 
families. 
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Mr. Cracue. That’s right. f 

Chairman McCarruy. If we had had this chart available earlier 
we might have called the attention of the witness to the full recogni- 
tion of the seriousness of the 800,000 who had not worked for 15 weeks. 

Mr. Cuacue. Yes. ; 

Chairman McCartuy. Go ahead, sir. 


NEGRO UNEMPLOYMENT 


Mr. Cracur. Chart 14 compares the Negro and white workers; that 
is, the non-white, which is mostly Negro. 

Of course, what it shows is that they have a much higher rate of 
unemployment than the whites, both for men and women. But if 
you turn to chart 15, you will see that this isn’t necessarily or exclu- 
sively a matter of discrimination. You will see that they are em- 
ployed in occupations in which the unemployment rates are high. 

Service, for example, including household or domestic servants, 
is high. Nonfarm laborers, whom you noticed earlier, had a higher 
rate of unemployment. On the other hand, the Negroes are not very 
prominent in the sales, management, and professional occupations. 
So it is partly the fact that they are in the occupations that have 
suffered from the recession. 


UNEMPLOYMENT BY AGE AND SEX 


Turn to page 37, we have chart 17, the long-term unemployed by 
age and sex. You will notice the exact reverse to an earlier chart. 
In the earlier chart we showed a lot of unemployed spy apices and a 


heavy volume of unemployment among young people at a given mo- 
ment. But when you take the long-term unemployed, you will notice 
there is a steady increase by age. 

The older the people are the harder the time they have getting a 
job, getting back in. 

Finally on page 39, chart 18, we have shown something about the 
kinds of long-term unemployed that we have. 

I merely want to say, in connection with this chart book, that this 
illustrates the point that was made by Senator Randolph, namely, that 
a good deal needs to be known about the characteristics of the unem- 
per They are not a homogeneous group, and they are affected 

y a great many factors. 

I would like to return to my text. The unemployment rate for 
nonwhite workers, many of whom work in unskilled and semiskilled 
occupations with high unemployment rates, was 14 percent in April 
1958. As in the prerecession period, their rate was about twice that 
of white workers. 

Men in the central working ages were affected more by the layoffs 
than were other age groups. Taanieraant increases were smaller 
for men 55 years and over probably because of greater seniority rights. 

Long-term unemployment rose sharply in the early months of 1958. 
By April, about 1.9 million persons had been looking for work 15 
weeks or longer compared with about one-half million in mid-1957. 
This was roughly two-thirds higher than the peak numbers in the 
recessions of 1949 and 1954. 
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As indicated earlier, unemployment began to decline in the fall of 
1958 and continued down during the spring of 1959. 


CHARACTERISTICS OF THE UNEMPLOYED—SPRING 1959 


The Labor Department published a chartbook, entitled “The Unem- 
ployed, Spring 1959,” which described the situation in April 1959, 
1 year after the recession low point. This is the report which I have 
just discussed. , 

Unemployment declined somewhat further in May, but the basic 
picture presented in this publication has not changed significantly. 

The report shows the extent to which various groups participated 
in the recovery between April 1958 and April 1959, and where unem- 
ployment still remained a major problem. It indicates that most of 
the groups hard hit by the recession experienced substantial declines 
in unemployment. The rates were down to 6 percent in durable 
goods manufacturing; 514 percent for craftsmen and 714 percent for 
operatives. For men 25 to 54 years of age, the unemployment rate 
was reduced from 614 to 4 percent. 

Now I would like to direct your attention to some of the groups 
whose unemployment rates were high in April 1959 and are still high 
in relation to other groups. 

Twelve percent of all workers in construction and 9 percent of those 
in mining were unemployed ; rates were 12 percent for unskilled labor- 
ers; 10 percent for workers under 25 years of age; and 10 percent for 
nonwhite workers. 

The number of long-term unemployed, which is little affected by the 
steel strike or summer jobseekers, has continued to decline. 

Nevertheless, in August 800,000 workers, or almost 25 percent of 
all the unemployed, reported that they had been unemployed for 15 
weeks or longer. This was 300,000 more than before the recession 
started. Long-term unemployment continues to be a problem among 
workers in the mining and construction industries; among unskilled 
and semiskilled workers; men 65 years and over; and nonwhite 
workers. 

The groups of workers with unemployment problems have not 
changed very much during the postwar period. Their unemploy- 
ment rates increase sharply during business downturns; but generally 
speaking, the groups with persistently higher unemployment rates 
are the groups having trouble currently—laborers and semiskilled 
workers who can be replaced easily; Negro workers, who are concen- 
trated in the less skilled jobs; workers in mining which has gone 
through a long period of declining employment and which is concen- 
trated in certain geographic areas; men in construction work, which 
is always subject to heavy seasonal fluctuations; and young workers 
who have special problems of getting started in their fulltime careers, 
who have the handicap of lack of experience and often of inadequate 
training. 

Older workers have a somewhat different unemployment problem 
than most other groups; they generally fare relatively well at the 
beginning of a business adjustment—they usually have more seniority, 
experience, and skill. 
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However, many of those who lose their jobs often have great diffi- 
culty in finding new employment. Our statistics show that older 
workers have a heavier incidence of long-term joblessness at certain 
phases of the cycle. Even in prosperous years they tend to have more 
spells of unemployment and lose more time because of unemployment 
than do the younger adult workers. 

This suggests a hard core of unemployed older workers who became 
unemployed more often and spend longer periods without jobs than 
is the case among younger groups. 

Our present statistical program provides us with a great deal of 
information on who the unemployed are, where they are located, what 
their occupations are, and in what industries they worked formerly. 


MOBILITY OF THE UNEMPLOYED 


We need to know more about such aspects as the mobility of 
unemployed workers. We know some of the factors. I discu 
these in the following paragraphs taken from my testimony before 
the Joint Economic Committee in April. 

I think, Mr. Chairman, I will just review very briefly. We asked 
the question, Why don’t the unemployed shift from the areas of heavy 
unemployment? Why don’t they move to a new industry or to a 
= I have listed here the kind of obstacles that exist to such 
a shift. 

The worker hesitates to move from his regular line of work. 
Employers may be reluctant to hire new workers. When I was in 
Philadelphia in the 1930’s, I remember the large number of unem- 
ployed coal miners who drifted down to Philadelphia, and the hesi- 
tancy of any industrialist to hire a coal miner, thinking that he was 
not fitted to factory work; the unemployed worker living in a dis- 
tressed area is not going to be able to shift to another industry very 
easily. There may not be jobs there. 

Another thing, a worker who has lost a job in a high wage durable 
goods industry like steel or automobiles may have to settle for a job 
in another industry that has much lower wages, and he hesitates to 
take these lower wages. He has to drift down in income. 

Of course, an unemployed worker leaving his hometown runs into 
such problems as homeownership. He has to leave a house in which 
he has an investment, and has to face the question of what he can do 
with it. The more one studies it, the more one sees how difficult it 
is for some of these workers to make the shifts from their existing 
industries, from their existing localities, into places where the jobs are. 

As in all recessions, the unemployed are concentrated in the communities 
which contain the hard-hit industries. Because prosperity has returned to 
some sectors of the economy, one frequently hears the question, Why don’t the 
ia shift to an expanding industry or move to other areas where there 
are jobs! 

It is often difficult for an unemployed worker to shift from his regular line 
of work into a new field. Even when there are openings in his community, they 
may be in trade and service activities which hire mostly women and young 
workers. Moreover, employers may be reluctant to hire workers whose experi- 
ence and training has been in manufacturing or mining, particularly if they have 
reached middle age. The problem becomes even more intense when the unem- 


ployed worker is living in a distressed area where jobs of any kind are likely 
to be scarce. 
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Frequently, the unemployed worker has to decide if he should accept wages 
which are considerably lower than those he is accustomed to getting, or keep 
on looking for a job which matches his old one. If he has lost a job in manu- 
facturing, mining or railroading and finds another one in trade or services 
activity, he is likely to have to take a sharp cut in wages. Here again older 
workers with families are at a particular disadvantage because they have 
become accutomed to a certain level of living. A drop in earnings affects the 
kind of house the family can afford, what they eat, and all of their social 
activities. 

These impediments to changing jobs and industries are minor in comparison 
with the obstacles an unemployed worker faces when he is forced to consider 
leaving his hometown. 

A man with several years of service with a particular company has built up 
a structure of seniority and pension rights, vacations, and sick benefits. The 
holding power of this investment in the job is reflected in the longrun decline 
in the BLS quit rate in manufacturing (see Employment and Earnings, 
December 1956, pp. iii-ix). The value of his investment with a company is 
of course commensurate with the number of years he has worked. In many 
cases he has developed a specialized skill which is not readily transferable to 
another employer’s operations. All of his vested interests in the job lead the 
unemployed worker to hang on as long as possible before leaving the area. 

In addition to an investment in his job, the worker usually has an invest- 
ment in a home, and the intangible emotional ties of his entire family to 
friends, schools, churches, or perhaps a.favorite fishing spot. Owning a home 
is perhaps the most formidable barrier to moving out of a labor surplus area. 
Most houses are purchased when times are good and house prices are high. 
Prices of houses are down when an area is depressed, and indeed, selling is 
often difficult at any price. Under these conditions, selling a house could mean 
a loss of several thousand dollars, representing a lifetime debt for most workers. 
Moreover, the unemployed worker presumably would be moving to a growing, 
prosperous community, where house prices probably would be far higher than 
in his hometown. When one adds to this potential loss the ordinary costs of 
moving, it is easy to see that leaving a community cannot. be undertaken casually. 

Aside from the financial barriers, the workers must also wrestle with the 
question of tearing up his roots. These roots are shallow for the young unmar- 
ried worker, who can pack a suitcase and be off, if he has the bus fare. It’s 
not quite so easy for the man with a wife but, unless he has bought a house and 
has young children, moving is still a relatively simple matter. For the man 
with a house and children in school, moving away becomes complicated indeed. 
By this time the family’s roots have sunk deep. Not only the parents but the 
children have a myriad of ties to the community—friends, schools, social organi- 
zations. Unfortunately, those with the deepest roots—the older ones—also 
have the poorest prospects for getting a job in a new community. 

When an unemployed worker faces the prospects of losing his hard-earned 
job rights, a substantial loss in selling his house, and tearing loose from his 
community ties, it is understandable that he would convince himself that he 
might get his old job back if he could only hang on a while longer. A number 
of studies, including several done under the auspices of the Labor Department, 
have found that the unemployed tend to be optimistic about recovery in their 
industries. This attitude is likely to be particularly prevalent in areas which 
have been hit by two previous postwar recessions and managed to make 
comebacks. 

The possibility of significant losses in income is an additional factor holding 
workers to the areas where they have held good jobs. The unemployed in 
high-wage areas know that it would be unlikely that they could match their 
previous earnings in other communities. Semiskilled workers in particular 
would be aware that their highly specialized skills are hard to sell in other 
industries and that they might have to take unskilled jobs. The most extreme 
cases would be Negro workers who originally came from farms and whose 
chances of doing as well somewhere else would be almost nil. 


We also need more information about the extent to which unem- 
ployment recurs among the same individuals; what are their personal 
characteristics; are they attached to industries which have sharp 
fluctuations in employment, and so forth. 
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SPECIAL UNEMPLOYED STUDY 


We are currently doing some work on the analysis of special aspects 
of unemployment problems for the Joint Economic Committee. Mr. 
Stewart mentioned this. We will be very happy to furnish the results 
of these studies to your committee as soon as they are ready. 

Among the topics we are studying are the following: 

(1) Measurement of unemployment associated with voluntary and 
involuntary job changes: Some people quit and go around looking 
for work and it results in their being unemployed. Some people are 
laid off. Some people stay at work. We hope to be able to have in- 
formation that will contrast or compare these different groups. 

(2) Unemployment resulting from seasonal fluctuations in employ- 
ment by industry, and (3) an analysis of the characteristics of per- 
sons in a group of geographic areas which have experienced heavy 
unemployment over a long period of time. 

How do they differ from areas in which we have had contraction 
and then expansion ? : 

In addition to these studies, we plan to use the sample survey of 
households for special inquiries from time to time into particular 
aspects of unemployment. 

In October, for example, we are going to get information on how 
the high-school graduates of last June are making out in the labor 
market; that is, how many have jobs, what kinds of jobs they have, 
and also how many are unemployed. 


FUTURE LABOR MARKET PROBLEMS 


In addition to reporting on current problems of unemployment, the 
Labor Department is trying to anticipate labor-market problems of 
the future. 

In order to do this, we have made projections of the labor force 
through the next decade and have made estimates of how the indus- 
trial and occupational structure of the country will change. 

While these studies lead to optimistic conclusions as to the overall 
adequacy of the labor force to support economic growth, they also 
show up some likely trouble spots. 

We find, for example, that workers who lack a good basic education 
and saan skill are likely to run into increasing difficulty in find- 
ing jobs. 

This is because the jobs which can absorb unskilled workers are 
shrinking in comparison with other occupations. This factor will 
bear down especially hard on young workers. 

To illustrate this problem, I should like to call your attention to the 
chart on your desk which shows the estimated number of new entrants 
to the labor force that we can expect during the decade of 1960-70, as 
well as in the decade of the fifties. 


RISE IN NEW ENTRANTS 


You will see that at the present time we are running about 2 million 
total new entrants each year. We have been running less than that, 
about 134 in the first half of the fifties. Notice how quickly this rises 
to 2, 214, 224, and reaches 3 million per year by 1970. We are in the 
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decade of youth in the 1960’s, the high births of the war period com- 
ing into the labor markets. In view of the statistics which I showed 
earlier concerning the generally high level of unemployment among 
these new entrants, both in good times and in bad, you can see that 


this will be a problem of considerable magnitude. 

You will notice that for the entire decade we expect some 26 million 
new workers, mainly youths, to enter the labor force. This is 7 million 
more than the number who started to work in the present decade, 
when unemployment rates for young workers have been consistently 


high. 

Young workers almost always move into the lower level jobs in the 
economy—those requiring the least training and experience. 

These jobs, as I have pointed out, are the very ones which are de- 
clining in importance relative to the higher level jobs. This raises 
serious questions about the employment prospects for young workers, 
with the numbers entering the labor force annually swelling from 
about 2 million in 1960, next year, to about 3 million in 1970. Those 
with adequate education and training will do very well, particularly 
the greatly increased numbers who will have college degrees. 


SCHOOL DROP-OUTS 


We estimate a substantial increase in college education. But what 
about the one out of three youngsters who drops out even before com- 
pleting high school ? 

This group will present the most difficult unemployment problem 
in the years ahead. I have no doubt that in the long run the workers 
will fit into the available jobs, but it seems clear that there will be 
several years of difficulty for young workers unless measures are 
taken now to see that youngsters are better prepared to take their 
places in the world of work. 

In closing, I should like to indicate that the Labor Department is 
undertaking a major effort to inform the public about the facts I 
have just outlined for you. 


OCCUPATIONAL OUTLOOK SERVICE 


I should also like to describe briefly several Labor Department pro- 
grams which are designed to alleviate the employment problems of 
youth. One is our occupational outlook service. For many years 
we have published reports which youngsters can use in planning their 
future careers in line with the rapidly changing occupational require- 
ments of industry. 

These reports tell the youngsters about job ae in most 
of the major occupations, the nature of the work, how he can prepare 
himself for the occupation, and how much he is likely to earn, and so 
forth. Next month a new edition of the “Occupational Outlook 
Handbook” will be issued. 

An edition is issued each 2 years to keep it up to date. It provides 
information on about 600 different occupations. About 40,000 copies 
of this edition are expected to be sold through the Government Print- 
ing Office. : 

To addition to information on jobs, the student needs counseling 
and testing, services which are provided both by schools and by the 
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a employment services affiliated with the U.S. Employment 
ervice. 

These groups frequently work together in the community. The 
employment services, of course, also strive to place young workers in 
suitable jobs. 

APPRENTICESHIP PROGRAMS 


The Bureau of Apprenticeship and Training of the Labor Depart- 
ment has for many years promoted the development of apprenticeship 
training through union-management cooperative programs. 

In cooperation with the Department of Health, Education, and 
Welfare, the Labor Standards Bureau of the Labor Department 
developed a comprehensive information program urging youngsters 
to stay in school to better prepare themselves as citizens and workers 
in an increasingly complex civilization. 

I should also mention the Women’s Bureau which makes special 
studies of employment opportunities for women. 

We feel that much more must be done along these lines in order to 
forestall employment problems in the years ahead. More important, 
raising our skill levels will lead to more rapid economic growth, 
greater strength, and will put us in a better position to help lead less 
developed countries to higher levels of living. 

Chairman McCarruy. Thank you very much, Mr. Clague. Senator 
Cooper, do you have any questions ? 

Senator Cooper. No, I haven’t any. I do want to say though that 
in listening to you and Mr. Stewart I feel that I have a better view- 
point of what our problems are. 

I want to say that I think this is a wonderful statement. 

Mr. Cuacur. Thank you. 


OCCUPATIONAL OUTLOOK HANDBOOK 


Chairman McCarruy. Mr. Clague, _ say that 40,000 copies of 


the book “The Occupational Outlook Handbook” are expected to be 
sold. Is the only distribution through sale or is there any kind of 
free distribution to public schools and libraries? 

Mr. Cuacur. There is no free distribution to public schools or school 
libraries, which are the main users of the publication. Like other 
Government publications, it is distributed free to the few hundred 
depository libraries around the country. We buy a thousand copies 
with our own printing money for internal use and free promotional 
distribution, and Mr. Goodwin’s Bureau, the Veterans’ Administra- 
tion, and other Government agencies buy about 5,000 for use in their 
counseling offices. 

But the fact is that there is no provision for any free distribution to 
the public—the schoo] counselors and teachers who are most in need 
of it. One of the regrettable factors is that not every school can 
afford to pay for it, and that many don’t know about it and don’t get 
it, so that it isn’t available to all of our young people, although we 
try to advertise it as much as we can. 

Chairman McCartuy. What does it cost? 

Mr. Cxacur. For the last issue, the Government Printing Office 
charged quite a bit of money. I think our last issue cost $4. The 
new one will cost $4.25. 
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Chairman McCartruy. How many copies have been printed ? 

Mr. Ciacur. We wish it was cheaper. It is a big book. By the 
way, that price is just for a paper cover, not for a hard board cover. 
The first printing of this one will be 35,000 sale copies. About 
32,000 copies of the last one have been sold. 

Chairman McCarruy. So the total circulation would be around 
50,000 to 60,000 ? 

Mr. Ciacur. Somewhere around 40,000 to 45,000. I forgot, by the 
way, that the Veterans’ Administration uses it in the centers for 
young men coming out of the Armed Forces, too, so that is another 
area. 

I should say 40,000 to 45,000 at least. 

CrarrMan McCartuy. Would it be too complicated for use in high 
schools? Is it possible to put out a simplified edition or one somewhat 
reduced in size that might be useful? I assume you feel that statistics 
compiled in this field are not used as widely as they should be. 

Mr. Cracue. I think this isa book which is written in readable form. 
I think the average high school youngster interested in a career can 
read it. In fact, thse igi schools which have it, and in those places 
where it has been used, one of the difficulties is it wears out since 
it only has a paper cover and it soon gets unbound. It has about 700 
or 800 pages and one of the weaknesses is just the structure of the 
book itself. 

I wish we could put a hard cover in it but that costs still more money 
and that would deprive more people from getting it. 

Chairman McCarruy. Could I ask you whether you think it might 
be in the public good if you put it out in a hard cover even though the 
circulation might have to be subsidized out of the general revenue? 

Mr. Ciacue. Needless to say, since we produce it, we believe it is 
a good job, and we are heart and soul behind it. I think it is a very 
good job, and it can do a valuable job for these young people who are 
choosing their careers, and there are more and more of them now. 
So that there is more need for it in the 1960’s than there was even in 
the fifties. We have more youngsters who ought to have it. 

Chairman McCarruy. Do you know whether vocational guidance 
departments in high schools are generally familiar with this or 
whether much of their guidance is related to the occupational changes 
that are taking place in this country ? 

Mr. Cuacur. There is a guidance association, a professional guid- 
ance association. 

I think they are quite familiar with it, especially in the bigger cities 
and places where there are well-informed counselors. I don’t think 
there is any doubt about that. They know about it, and I am quite 
sure it is used very widely by them. Otherwise we wouldn’t be sell- 
ing these copies. 

ut in addition there are many outlying places where this book 
would not be known. There is no counseling in the schools, There 
is no vocational guidance and there is nobody there who knows much 
about it. 

Chairman McCartuy. You don’t feel that you get as much circula- 
tion it reprints as the Department of Agriculture does, for example, 
through oa various farm bulletins? 

Mr. Cuacur. Oh, not nearly, no. We have looked at theirs. 
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Chairman McCarruy. Senator Hartke? 

Senator Harrxe. I was very happy to see that you are very cog- 
nizant of this tremendous new force that is going to come in with 
these so-called war babies and postwar babies in 1960. 

I also recognize that primarily yours is not a job of creation to 
meet this, but you are pointing this out as a fact for anyone concerned 
to know about; isn’t that right ? 

Mr. Cracue. That is right. 

Senator Harrxe. I think you are to be commended for that. I 
think it is good. I was looking at this one chart, and I don’t know 
how to identify it but I will show it to you. 

Mr. Cracvur. Oh, I didn’t show you that one. Yes, I brought that 
along in case somebody asked me a question. 


RELATIVE DECLINE IN GOODS-PRODUCING INDUSTRIES 


Senator Harrxe. I do want to ask you a question about it. As I 
look at this chart, it appears to me that in the goods-producing in- 
dustries as compared to the service industries, if we look at about 
1920, we are just about in the same numerical number of people now 
in the goods-producing industries as there were in 1920; is that right ? 

Mr. Cuacue. That is absolutely right; the same number—about 26 
million. 

Senator Harrke. So any of this expanding economy we have as 
far as employment is concerned has gone to the service industries. 

Mr. Cracur. Yes. As you can see, we have moved up from about 
14 million to 32 million. 

Senator Harrxe. And then in the goods-producing industries some 
place along the line if they are not going to supply employment they 
have to supply something for this expanding economy ; isn’t that right ? 

Mr. Cracur. Yes. Of course, let’s be clear. Those goods-produc- 
ing industries are supplying a tremendous amount of goods. You 
see farming is among them. The goods-producing industries are 
agriculture, manufacturing, mining, and construction. Now we have 
agricultural surpluses in this country, although there are fewer farm- 
ers now, and farm laborers also, than for I don’t know how many— 
I guess, for 75 years back. 

Senator Harrxke, Then this is just testimony to the great American 
ability; isn’t that right? 

Mr. Cracur. That is testimony to the tremendous productivity of 
the goods-producing industries. 

Senator Hartke. That is what I was getting at. In other words, 
there has been a tremendous increase in the productivity of those 
people in the goods-producing industries. 

Mr. Criacur. That’s right, and then the employment—however, 
Senator, we have not had tremendous unemployment in these later 
years. 

_As a result of this there has been this enormous expansion by 214 
times of the service industries. In other words, this really shows our 
rising standard of living in the United States. You don’t have service 
industries unless you are producing enough food, clothing, and shelter. 
An underdeveloped country is a country that doesn’t have any workers 
available for service industries. They are all engaged in grubbing 
for a bare living. : 
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Senator Harrxe. What I was getting at, we had some testimony 
which said that there was no substantial increase in the past 10 years 
of the people in the goods-producing industries, I think from one 
of the professors yesterday. 

Mr. Cuacue. Yes. 

Senator Hartge. And when I made that statement this morning, 
the man from the Department of Commerce said that he didn’t think 
that that was so, so I would suggest maybe it wouldn’t be a bad idea 
to have the Department of Commerce people become acquainted with 
these statistics. 

Mr. Cuacue. In behalf of him, I might say that he might not have 
understood what was included in this. You recognize here that one 
of the industries in this goods production is agriculture, and that is 
the one that is shrinking at the rate of I don’t know how many hundred 
thousand a year, but certainly running 1 million or more in a few 
years. He might have been looking at, let’s say, some other industry 
group, though I really don’t know. 

Manufacturing has not been increasing in recent years. Construc- 
tion is growing a little bit, but mining is going down. Construction 
is the only one of the four that is really gaining much. 

Senator Harrxe. I am complimenting you upon your knowledge 
of this. Frankly I am glad to get the facts. Just for the sake of 
the record, too, I think another matter was brought up this morning 
which might be clarified for the record. On page 5, and I don’t 
expect you to—— 

Mr. Cracur. What is that? 

Senator Harrse. This is on the August 1959 monthly report on 
the labor force. This is more for the sake of the record than anything 
else, which shows that the total number of unemployed workers is 1.3 
million less than in August 1958, but 800,000 higher than in August 
1957 immediately preceding the recession. 

The question this morning was raised as to whether or not, while 
we have an increase in the number of people employed and an in- 
crease in production, an increase in the gross national product over 
the peak time of 1957, we also have an increase at this time in the 
number of unemployed. 

There has also been a statement made, and I just wondered whether 
you agreed with it or not, that every time we have a recession, it ap- 
pears particularly in the goods-producing industries that we never 
quite recover the full amount of employment or we have more unem- 
ployment, rather, following a recession period. 

Is that right? 

Mr. Cuacur. Well, I think the answer is “yes,” substantially, to 
what you are saying. In the boom period, a boom develops in an in- 
dustry that is rapidly expanding and growing. That is very likely 
to be a goods-producing industry. A business boom like we had in 
1955-57 was a boom in durable goods manufacturing and in construc- 
tion. Then if there comes a recession, or even a leveling off without 
a setback, what happens is that those industries will then show consid- 
erable unemployment of the workers who were employed when they 
were on the boom upward. 

Now after the boom is over, a second factor takes place. Many 
employers hire freely in a boom. Prices are good. They make profits 
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under most circumstances, and they do very well. The recession leads 
them to watch their costs more carefully, and the chances are they 
then devise some short cuts in employing workers, so it is not sur- 
prising that in the period following the recession you don’t have as 
high employment as you did before. 

ow if you move into another good fast boom, you will get the peo- 
ple rehired. But it is quite likely that an industry that had a boom 
2 or 3 years ago will not have it quite so much in this next period— 
the period we are in now. Maybe some new industry will develop, 
but the older ones, like steel and automobiles and a number of others, 
probably won’t repeat again the rapid expansion in employment they 
had in 1955 and 1956. 


PROJECTION OF UNEMPLOYMENT 


Senator Harrxe. Do you—and I don’t want to put you on the spot, 
but do you have any estimate as to what the future holds as far as 
unemployment ? 

Can we snticipate any substantial reduction from where we are at 
the present time 

r. Cuacue. Oh, I think yes. If this recovery continues, and there 
is every indication that it will for some time to come, there should 
certainly be a longrun reduction. 

You will run into a seasonal increase next winter. I mean we ought 
to hit a low point in unemployment this fall in October or November. 
Then you run into that seasonal increase which you saw in that chart 
I showed you. You must always expect that. But in terms of, say, 
next spring and next summer, the unemployment should be lower 
than it is now. 

Senator Hartke. But the real problem then that you are pointing 
up to us is in these so-called depressed areas, is that right ? 

Mr. Ciacur. Well, the depressed areas and what Mr. Stewart talked 
about. Even in the best times, say, in the spring of 1957—and that 
is why in that chartbook we want you to see what it was like in a 
really fairly full employment year—we still have problems. Young 
workers may in some places have trouble getting jobs. Workers 
whose skills have disappeared, or whose cman disappeared, 
are rather hard to place in a new occupation. The distressed areas 
are a feature of that. People are bottled up there, and can’t find a 
good way to get out, so that we have this so-called frictional or struc- 
tural unemployment, as Mr, Stewart defined it. Even in the best 
times it exists. And the particular problem that I was emphasizing 
was that we will have an unusual flood of youngsters coming into the 
labor markets in the sixties, which might make the unemployment 
problem look somewhat worse in terms of getting those youngsters 
to work speedily. 

Senator Harrxe. We had better develop some plans to try to take 
care of them, is that right ? 

Mr. Cuacur. Yes. As we have tried to show, I believe some plans 
are underway. 

That is why we like our handbook, so that the youngsters will choose 
a good occupation. I hinted at that before, but I would like to de- 
velop it, since you have asked that question. 
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Youngsters who haven’t had much of an education, and who have 
therefore not a great deal of flexibility of employment, may find their 
occupations shrinking, so that there will be too many of them. In 
spite of our improvement in education, t}ere will be too many of them 
with not enough education to get good jobs. 

For example, I might venture the suggestion that employers, know- 
ing that the majority of persons entering the labor force have at least 
a high school degree, might adopt generally a policy of hiring only 
people with high school degrees. We would have a lot of youngsters 
with less than that amount of education who just wouldn’t even be 
eligible for jobs with those firms. This might happen, if there is an 
ample supply of college and high school graduates. 

Senator Harrxe. I think you have done a fine job, sir. 

Mr. Criacur. Thank you. 

Chairman McCarruy. Thank you very much, Mr. Clague. 

We will now hear from Mr. Goodwin, Director of the Bureau of 
Employment Security. 


STATEMENT OF ROBERT C. GOODWIN, DIRECTOR, BUREAU OF 
EMPLOYMENT SECURITY, U.S. DEPARTMENT OF LABOR, ACCOM- 
PANIED BY LOUIS LEVINE, DEPUTY DIRECTOR OF THE BUREAU 
OF EMPLOYMENT SECURITY, U.S. DEPARTMENT OF LABOR 


Mr. Goopw1n. Mr. Chairman and members of the committee, I ap- 
preciate this opportunity to appear before your committee to discuss 
unemployment problems and measures designed to alleviate them. 
We have a special interest in the work of this committee since the em- 
fee ae security program was established by the Congress and State 
egislatures specifically to assist in resolving employment and unem- 
ployment problems. 

The two basic programs of the Federal-State employment security 
system are the public employment service and unemployment 
insurance. 

In carrying out their programs, the 1,800 local employment offices 
throughout the country operated by State employment security 
agencies affiliated with the Bureau of Employment Security, come in 
daily face-to-face contact with unemployed workers. 

I am sure there is no other agency of Government which deals as 
intimately with the problems of unemployment and of unemployed 
individuals. 

UNEMPLOYMENT INSURANCE 


Unemployment insurance has come to be recognized as the first line 
of defense against unemployment. Because of the growth in covered 
employment and some improvement in benefit rights, particularly 
in maximum benefit duration, the program played an increasingly 
important role as the Nation went through its three postwar recessions. 
At the trough of the 1957-58 recession, unemployment insurance bene- 
fits under all programs were being paid at an annual rate of $4.6 
billion and these benefits offset about 30 percent of the net loss in wage 
income which occurred during the downturn. 

The benefit payments not only helped to alleviate the hardships of 
millions of individuals unemployed workers but also served as a 
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cushion for the economy as a whole, helping to prevent the develop- 
ment of a downward spiral in business activity. 

The employment security system collects taxes from 2 million em- 
ployers with respect to the wages of the 38 million workers covered 
by State unemployment insurance laws. 

In addition the Bureau and the State agencies administer unemploy- 
ment compensation programs for 2,3 million Federal civilian em- 
ployees and for ex-servicemen and veterans. 


PLACEMENT ASSISTANCE 


The 1,800 local employment offices also play 2. direct role in meeting 
unemployment problems through their job placement assistance and 
related services to workers, employers, aod the community. They 
are currently making nonagricultural placements of jobseekers at an 
annual rate in excess of 6 million. 

The basic functions of the employment security system require con- 
tinual adaptation of its programs not only to recessions and recovery 
but to such changes in the economy and the labor market as the con- 
tinuous growth in the labor force, changes in its occupational and 
age composition, technological advances, relocation of industry, wage 
changes, and many other developments affecting job opportunities 
and labor supply. 

Because of the consequent importance of keeping abreast of labor 
market developments in planning and carrying out employment se- 
curity operations, information about labor market developments is 
regularly assembled by all employment security offices—local, State, 
and National. 

The bulk of this information is developed as a byproduct of the day- 
to-day operations of the local employment offices, including for ex- 
ample, data on claims received for unemployment insurance benefits 
and on job opportunities in each community. 

We believe that the committee will find much of the information 
useful in its study of unemployment problems in the United States. 


INFORMATION MADE AVAILABLE BY EMPLOYMENT SECURITY SYSTEM 


I would therefore like briefly to describe some of the information 
available through the employment: security system and to indicate in 


general what this information reveals about current unemployment 
conditions, 


1. Unemployment insurance claims 


One of the most important kinds of information available from 
employment security resources is based upon reports of claims filed 
for unemployment insurance. 

Through a system of weekly telegraphic reporting, the Bureau pub- 
lishes a weekly release on unemployment insurance claims which indi- 
cates the volume of insured unemployment and of initial claims 
(which reflect new en for each State. 

Once a month, insured unemployment data are published for 145 
major areas. This reporting system is not only faster and more 
frequent than any other source of labor market information, but pro- 
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vides the only available indication of the distribution of unemploy- 
ment among the States. 

The data are, of course, limited by the coverage, eligibility, and 
benefit provisions of Federal and State unemployment insurance laws, 
but they provide quite comprehensive coverage of the unemployment 
of experienced workers. 

Insured unemployment is usually 50 to 60 percent of estimated 
total unemployment in the country and 60 to 70 percent of the 
unemployment of persons with recent work experience. These re- 
porting resources are also utilized in situations such as the current 
steel strike, to gather information on resulting layoffs and unem- 
a ome 

nsured unemployment has been decreasing almost steadily, on a 
seasonally adjusted basis, since the recovery began more than a year 
ago. The decline has continued in recent weeks, despite the current 
steel strike. In the week ended September 19, State-insured unem- 
ployment declined to 1,181,000 or 36 percent below the level in the 
corresponding week last year. 

The variation in the incidence of unemployment in different parts 
of the country is indicated by the fact that, while the national insured 
unemployment rate was 3.1 percent, the rate varies from less than 
2 percent in 14 States to 5 percent or more in 2 States. 

As Mr. Clague has already mentioned, insured unemployment data 
are also included in the Department of Labor publication, the Monthly 
Report of the Labor Force, because of the light which they shed on 
oe differences in the unemployment situation. 

The information currently available on insured unemployment, 
while providing overall figures on an area and State basis, as well as 
for the entire Nation, is limited in its usefulness for dealing with un- 
employment problems because it does not now reveal the personal 
at economic characteristics of the unemployed. 

The Monthly Report of the Labor Force supplies broad informa- 
tion on these characteristics for unemployed persons in the Nation as 
a whole, but not for individual States or areas. 

In addition, its sampling limitations restrict the occupational and 
industrial detail which can be published on the unemployed. 

2. Characteristics of the unemployed 

In order to help fill these gaps in information about the unemployed, 
as well as to provide facts needed in tailoring employment security 
and other programs to cope with specific unemployment problems, the 
Bureau is planning shortly to introduce a new report on the charac- 
teristics of the insured unemployed. ; 

This report will provide information by State on the sex, age, in- 
dustry, occupation, and length of unemployment of persons filing 

-unemployment insurance claims for 1 week of each month. 
* Similar data will be available on a national basis for persons ex- 
hausting their benefit rights before being reemployed. e hope to 
initiate this new reporting program within the next 2 to 3 months. 


3. Labor market newsletters 
In addition to the data on insured unemployment, the Bureau and 


the State agencies compile and publish a wide variety of other infor- 
mation about the labor market. 
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For example, the State agencies issue more than 500 monthly or 
periodic labor market newsletters, containing information about em- 
ployment, unemployment, and labor demand and supply for indi- 
vidual local areas and States. 

In fact, the State agencies and their local employment offices are 
generally recognized as the principal source of State and local infor- 
mation about employment, unemployment, and other aspects of the 
labor market. In about 40 States, the employment security agencies 
compile the basic reports used for the publication of national statis- 
tics on current employment and labor turnover by the Bureau of 
Labor Statistics. 


4, Labor market classification 


As a part of this extensive labor market reporting program, the 
Bureau of Employment Security receives comprehensive reports 
every 2 months on labor market developments in 149 of the Nation’s 
major industrial centers. It is through this reporting system that the 
Bureau is able to classify major areas according to relative labor sup- 
ply and to present a roundup of labor market conditions which reveals 
local differences from overall national patterns. 

The area classification program which was revived in 1949 after 
its initial use in World War II, now classifies the major areas into 
six groupings according to their relative unemployment and short- 
term employment prospects. 

The categories range from group A, which represents the tightest 
labor market conditions to group F, which represents areas with 
very substantial unemployment (12 percent or more). 

Areas in groups D, E, and F (with unemployment of 6 percent 
or more of the labor force, not including seasonal or temporary 
unemployment) are designated as areas of substantial labor surplus 
and receive a measure of preference under current Federal programs 
to assist the labor market areas with relatively heavy unemployment. 

As many as 89 of the 149 major areas were in the labor surplus cate- 
gory during the 1957-58 recession, but the September 1959 classifica- 
tion just released last week shows only 35 major areas in this 
category. 

Smaller areas are included in this system only when they have rela- 
tively substantial labor surpluses. The latest classification release 
includes 124 such smaller areas, compared with 195 at this time last 
year. 


5. Study of labor surplus areas 


Utilizing the information available through this regular area labor 
market reporting program, the Bureau has recently completed a 
study of labor surplus areas which I am sure is of special interest to 
this committee. 

I am referring to our recent analysis of “Chronic Labor Surplus 
Areas—Experience and Outlook,” which the Under Secretary of 
Labor has already supplied to each member of your committee. This 
study analyzes the problems of labor surplus areas in some detail, 
with particular attention to the 17 major areas which were identified 
as having had chronic unemployment problems. 

In addition, 53 smaller areas with persistent unemployment are 
identified in the study. Unemployment in each of these 70 areas 


47557—59—pt. 1-21 





304 UNEMPLOYMENT PROBLEMS 


has been 50 percent or more above the national average in at least 4 
of the past 5 years. 

On the average approximately one in every nine workers in the 
chronic areas was unemployed in May 1959, more than double the 
rate for the Nation as a whole at this time. 

The study analyzes the causes of substantial unemployment in the 
major chronic labor surplus areas and the outlook for their recov- 
ery. Among the factors contributing to localized chronic unem- 
ployment are the shutdown of obsolete or unprofitable plants, trans- 
fer of important local industries to other areas, changes in consumer 
demand or production technology, depletion or exhaustion of natural 
resources, and lack of adequate industrial diversification. 

The criteria which were used in the study to identify labor surplus 
areas with chronic unemployment problems took account of three 
factors—current unemployment rates, previous unemployment rates 
over a considerable period of time, the past 5 years, and the relation- 
ship between past unemployment rates in each area to the national 
experience. 

The study’s criteria, therefore, corresponded to those in the area 
assistance legislation sponsored by the administration during the 
recent session of the Congress. 

A somewhat modified version of these criteria was incorporated as 
you know in the area redevelopment bill passed by the Senate in 
March 1959 (S. 722). 

As in the administration proposal, one criterion used in the study 
was a simple screening device designed to determine whether or not 
the area currently had substantial unemployment. 

For this purpose, we used a cutoff of 6 percent—the same rite that 
is used in our regular area classification program to identify labor 
surplus areas, whether chronic or not. 

In addition, however, in order to single out areas with unemploy- 
ment problems that were both persistent and local in character, we 
used a combination criterion based on the duration of substantial 
unemployment in the area and its relation to national average unem- 
ployment rates. 

This kind of approach was essential we felt to exclude areas whose 
high unemployment was due mainly to the nationwide recessions in 
1953-54 and 1957-58 rather than to problems peculiar to the individual 
areas. 

Use of the annual average in measuring past rates of unemployment 
both for local areas and nationally also avoids much of the complex 
technical difficulty involved in adjusting the data for seasonal 
variations. 

I understand that absolutely sound seasonal factors are still a goal 
rather than an accomplishment of the economic statistician. 


EMPLOYMENT SECURITY PROGRAM 


I would like to turn now to a quick review of some of the key 
phases of the employment security program in which we attempt to 
come to grips with unemployment problems and to point out some of 
their limitations. In addition, I plan to mention certain other types 
of information that we obtain in the course of our program opera- 
tions which may be of interest to the committee. 
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1. Unemployment insurance contributions 

(‘Several copies of each of the principal Bureau of Employment 
Security publications containing information of interest to the com- 
mittee have already been provided to your staff director.) 

I have already touched on the important contribution which unem- 
ployment insurance makes, both to the individual involuntarily unem- 
ployed worker and, through its effects on purchasing power, to the 
maintenance of general economic stability. 

Its role is most vividly demonstrated and readily accepted in times 
of recession. Last year illustrates this point, as some $4 billion was 
paid out in unemployment insurance benefits to more than 8 million 
different unemployed workers. But the program also has a vital part 
to play even when the economy is generally prosperous. 

I have already mentioned the current variations in insured unem- 
ployment rates among the States and the persistent pockets of local- 
ized unemployment. 

These evidences of unemployment problems in the midst of general 
recovery reflect the nature of our economy, with its constant changes 
and the ebb and flow of various individual business activities within 
the framework of overall economic progress. They reflect changes 
in consumer tastes, in products, in production techniques and in the 
location of production facilities. 

They also reflect lags between skill requirements and skill develop- 
ment and such factors as seasonal model changeovers and of course 
the secondary effects of the current steel strike. 

In both good times and bad, however, the contribution which un- 
employment insurance can make is less than it could and should be. 
The limitations on unemployment insurance as our primary device for 
offsetting wage losses due to involuntary unemployment are essen- 
tially twofold. First, too many workers are still not covered; and 
second, the benefits are still below the levels warranted by current 
economic conditions. 

2. Coverage 

As a result of the congressional extension of coverage to firms with 
four or more employees and to Federal civilian employees, as well as 
some additional coverage of small firms by State legislatures, un- 
employment insurance currently covers about 43 million workers (in- 
cluding railroad workers). 

In addition ex-servicemen are now covered. However, about 13 
million wage and salary workers in the United States still do not 
have the protection against unemployment provided by this program. 

Excluded groups consist of most State and local government 
employees (5.3 million), domestic service workers (2.4 million), em- 
ployees of small firms in covered industries (1.0 million), hired 
agricultural workers (1.9 million), employees of nonprofit institutions 
(1.8 million), and miscellaneous groups (about 300,000). 

The administration has already proposed to Congress that coverage 
be extended to small firms, by including all firms in covered industries 
with one or more workers, and to nonprofit institutions. Together 
these changes would bring about 3.2 million additional workers into 
the system. ; ae : ; 4 

We are in the process of studying the feasibility of including agri- 
cultural workers under the program. No recommendations for cover- 
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age of domestic service workers have been made not because they do 
not need coverage but because of the administrative problems antici- 
pated in covering them. 

State and local government employees, the largest single group of 
wage and salary workers now excluded, are outside the scope of 
Federal action because of constitutional obstacles against taxation of 
State governments. We have made recommendations regarding 
coverage of these workers to the State governments. 


8. Duration 

The operation of the Federal-State UI program during the 
last recession provided dramatic evidence of the need for longer 
maximum duration of benefit payments. During the recession, in- 
sured unemployment reached its height in April 1958, when an aver- 
age of 3,314,000 workers were receiving unemployment insurance 
benefits. Because unemployment continued relatively high beyond 
the period during which workers normally would be returning to 
old jobs or finding new ones, the number of workers exhausting their 
benefits skyrocketed. 

By July 1958 the number of beneficiaries exhausting their benefit 
rights in a single month attained a peak of 285,000, almost 3 times 
the volume in July 1957. 

In mid-June 1958, an estimated 600,000 workers who had exhausted 
their benefits were still unemployed. In August 1959, the most recent 
month for which the data are available, ‘benefit exhaustions were 
down to 110,000. 


4, TUC (temporary unemployment compensation) 

To cope with the problem of inadequate duration during the reces- 
sion, the Congress enacted in June 1958 a program of temporary un- 
employment compensation (TUC). Under this program benefits 
amounting to almost $600 million were paid to some 2 million un- 
employed workers. 

The TUC program extended by 50 percent the number of weeks of 
benefits available to workers exhausting benefit rights in the 22 par- 
ticipating States (whose covered work force made up 70 percent 
of all covered workers). 

The rise in the number of benefit exhaustions which necessitated 
the TUC program, was evidence that the duration of benefits provided 
by State laws was not long enough to cover even a relatively short 
recession. 

Only seven States, accounting for one-quarter of the covered work- 
ers, provide a potential duration of 26 weeks or more of benefits 
for all insured workers, the duration recommended by the President. 

Six States have recntly taken action to extend the period for which 
benefits will be paid whenever unemployment is relatively high. 

As I have previously indicated, the unemployment insurance pro- 
gram serves both to protect the welfare of individual workers and to 
sustain purchasing power in the economy as a whole. 

In order to serve these purposes adequately, both benefit duration 
and benefit amounts need to be consistent with current developments 
in the economy. ; ; 

The President has consequently urged the States to modernize their 
unemployment insurance laws by providing maximum duration for 
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all eligible claimants of 26 weeks and weekly benefit rates which will 
entitle the majority of covered workers to receive benefits equal to at 
least half of their — weekly earnings. 

The Secretary of Labor has written to the Governors of all States 
encouraging them to seek action on the part of State legislatures to 
achieve needed improvements in unemployment insurance. 

Considerable progress has been made by the States in improving 
both benefit levels and benefit duration, but only a few States meet the 
goals set forth by the President. 

I have dwelt perhaps too long on unemployment insurance, although 
still only skimming over many of its problems, but it is, after all, in- 
tended only to assist the jobseeker when suitable work is not avail- 
able—when the far better alternative of a job cannot be found. 

With the committee’s permission, therefore, I would like to devote 
the rest of this statement to the job-finding aspects of employment 
security—the public employment service. 

5. Placements 

The basic function of an employment service is, of course, job place- 
ment—helping jobseekers to find suitable work and employers to find 
suitable workers. 

Through the facilities of the 1,800 full-time local employment 
offices and 2,100 part-time offices, the State employment services affili- 
ated with the U.S. Employment Service, Bureau of Employment 
Security, made a total of more than 15 million placements in fiscal 
year 1959, and they took more than 9 million applications for work. 
The total of 5,703,000 nonagricultural placements made in fiscal] year 
1959 included 1,418,000 in manufacturing and 1,242,000 in trade. 

The placement services of local employment offices are designed 
to help get the right worker into the right job and get this accom- 
plished as quickly as possible. In carrying out this function the 

ublic employment service is therefore helping to reduce so-called 
frictional and transitional employment and to provide better organiza- 
tion and operation of labor market. 

We often describe the placement function as intended to facilitate the 
employment process, but one of its primary objectives is to shorten 
periods of involuntary unemployment. 

As a part of the placement process, the Federal-State employment 
service system operates what we call a clearance program, designed to 
help match workers in one area against jobs in another area where the 
local supply of labor is inadequate. 

In fiscal year 1959, 125,400 clearance placements were made, many 
of them in shortage occupations in the professional and skilled 
categories. 

The clearance process provides one of the few sources of current 
information on salen shortages, and the listings of job openings which 
local employment offices have placed into interarea clearance are 
regularly analyzed by the Bureau. 

socal labor shortages have been increasing since before the gen- 
erally recognized turning point of the recession, and they are con- 
centrated in science, engineering, medical] fields, stenographic and 
typing jobs, and the skilled trades. 

We believe that the counseling and testing services of the public 
employment service also make a significant contribution to the pre- 
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vention of unemployment problems which result from such factors as 
poor vocational choices, unnecessary occupational shifts on the part 
of young workers, improper matching of job requirements and work- 
ers’ aptitudes and abilities, and other kinds of wasteful labor turnover, 


6. Counseling 

In fiscal year 1959, public employment offices conducted more than 
1,700,000 counseling interviews and administered tests to about 
1,600,000 individuals. Counseling and testing services were pro- 
vided to high school seniors planning to go directly into the labor 
market, at about one-third of the Nation’s high schools with about 
one-half of the Nation’s high school graduates. 

In this testimony, Mr. Clague identified the groups in the work force 
with the highest unemployment rates and with the most severe 
problems of persistent unemployment. 

As he pointed out, young workers usually experience the highest 
rates of unemployment, although generally remaining unemployed 
for- relatively short periods of time. We are becoming increasingly 
concerned about the extremely sharp growth in the number of young 
persons who will be entering the labor market in the next few years 
as the result of the high wartime and postwar birth rates. 

We believe that it will be essential to expand the counseling, testing, 
and placement facilities of the public employment service as these 
young people come into the labor force to seek employment. 

In attempting to provide each individual jobseeker with the kind 
of placement assistance he requires, we have found it necessary to 
give special emphasis in our regular services to the problems of 
workers confronted with particularly difficult unemployment 
problems. 

Special attention is given in employment service operations for ex- 
ample to the difficulty to place individuals among older workers and 
the physically handicapped. 

The administration and the Congress have evinced special interest 
in these groups and we have developed a variety of techniques for 
helping such workers to overcome the obstacles which they face in 
seeking job opportunities. 

In fiscal year 1959 State employment services made about 1,100,000 
nonagricultural placements of workers 45 years of age or older and 
280,000 placements of physically handicapped job applicants. 

High rates of both short-term and long-term unemployment tend to 
affect unskilled workers more than any other group, as Mr. Clague 
has pointed out. 

In some cases these workers experience difficulty in finding employ- 
ment because they are also young and inexperienced or members of 
minority groups or both. 

It is often difficult to isolate the most important cause of their job- 
seeking problems, but we do know that employers are calling more 
and more for skilled and well-trained workers. 

The Bureau of Apprenticeship and Training in the Department of 
Labor and other agencies and organizations are constantly seeking 
to raise the caliber and scope of our educational and training facilities. 


7. Improvement in skills 
The employment security system has also been participating in the 
Department of Labor’s efforts to help lift the skills of the Nation’s 
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work force, not only through its counseling services, but also through 
the collection and dissemination of data about manpower require- 
ments and resources. One of the most useful types of information for 
this purpose is obtained through the area skill surveys which the 
Bureau has been sponsoring during the past 3 years. 

These surveys analyze current and future occupational require- 
ments and labor supply in individual labor market areas. They 
have been conducted ly State employment security agencies, in coop- 
eration with other community groups, in 48 areas to date, and addi- 
tional surveys are planned or in process in 28 States. These surveys 
have also proved valuable for other purposes such as economic 
development. 

While it is true that we are concerned primarily with matching 
jobs and men rather than in creating jobs, there are several activities 
of the employment security system which have a bearing on the volume 
of job opportunities, at least in particular locations. In 42 States, 
the unemployment insurance laws contain provisions calling upon the 
State employment security agencies to take steps to reduce and pre- 
vent unémployment and to conduct studies for this purpose. 

Some of these studies are conducted as part of our community em- 
ployment program. Under this program, the Federal-State employ- 
ment security system has cooperated since the end of World War II, 
with community organizations seeking to improve and stabilize the 
local economic base. 

The local offices of the State employment security agencies provide 
these community employment development groups with many kinds 
of assistance. One important kind of assistance is providing detailed 
information on local manpower resources, which is fundamental as a 
basis for the community’s economic development plan. 

Labor market studies covering area employment trends by industry, 
characteristics of unemployed workers, inventories of the skills and 
abilities of the area’s workers, labor requirements and training needs, 
are channeled directly to local economic development organizations. 

The manager of the local employment service office assists the groups 
2 ae an action program which will meet local economic 
needs. 

During fiscal year 1958 representatives of State employment secu- 
rity agencies participated in about 1,850 community employment pro- 
grams by providing information and frequently actively working 
with the group. All community employment development groups 
have not been equally successful, but there have been notable achieve- 
ments, including some in labor surplus areas. Danielson, Conn., for 
example, has attracted 12 firms during the past few years with the aid 
of the local employment service office. 


8, Assistance to rural low-income groups 


The Bureau, together with the Agricultural Extension Service, 
through their respective counterparts at the State and local levels, 
has also undertaken in four States (Arkansas, Kentucky, Tennessee, 
Wisconsin) an experimental program to develop methods for provid- 
ing assistance to rural low-income and smaller labor surplus areas in 
planning and carrying out a program of economic adjustment. 

The Bureau’s principal immediate objective is to develop methods 
for more effectively providing basic employment services to such 
smaller areas. 
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As a rule, there is little nonagricultural employment in these areas 
and population density is not great. As a result the day-to-day 
services of local offices of the Federal-State employment security 
system are not readily available to these people. 

he purpose of our experimental rural area program is to deter- 
mine (1) what employment services are needed in such area, and (2) 
how the needed services can be made available to them, including 
operating methods and organization of services. 

In the course of our operations in the experimental areas in the four 
States, we are developing information which would be of interest 
to ag committee. 

his information related to rural employment, underemployment 
and unemployment, levels of income, availability for ak outside 
the area, and the occupational potential of the area’s people who are 
seeking work. 

These data will be used by local organizations to attract new em- 
ployers to the area, and to the extent needed, by the employment serv- 
ice to find jobs for workers locally and elsewhere. 

Since the surveys are still in progress, information from this source 
may not be available in time for study by your committee. 

f it is available soon enough, we shall be glad to forward it to you. 

Many of the workers in the low income families in rural labor sur- 
plus areas, are members of one of the most disadvantaged groups in 
our economy—migratory farmworkers. 

The migratory worker, whose services are so essential] to agricul- 
tural production in many parts of the country, are faced not only with 
irregular and uncertain employment opportunities, but also with less 
attractive working conditions and more difficult access to community 
facilities. 

9. Farm placement 


Our farm placement services have, we believe, made considerable 
progress in attempting to alleviate the problems of these workers, par- 
ticularly through our annual worker plan. 

Under this plan, local employment offices in various States in the 
migratory pattern cooperate with one another and with farmers in 
working out schedules designed to provide employment opportunities 
to migratory crews on as full and regular basis as possible. _ 

As you may know, the Secretary of Labor has under consideration 
regulations governing the conditions under which the public employ- 
ment service may be utilized for the interstate recruitment of farm- 
workers. 

These regulations are designed to assure that interstate recruitment 
of migratory farmworkers is in accordance with prevailing wages and 
working conditions. They do not deal with the underlying problem 
of insufficient year-around opportunities. 

Lack of sufficient, suitable job opportunities is, of course, the other 
side of the coin of the unemployment problems which this committee 
has been established to study. ; 

As I said at the beginning of this statement, we are particularly 
interested in the work of your committee because the Federal-State 
employment security program regularly deals with employment and 
unemployment problems. 
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EMPLOYMENT ACT OF 1946 


One of our primary objectives is to help carry out the express pur- 
pose of the Employment Act of 1946 to maintain “conditions under 
which there will be afforded useful employment opportunities, includ- 
ing self-employment, for those able, willing, and seeking to work, 
and to promote maximum employment, production, and purchasing 

ower. 

: I would, therefore, like to assure you that, along with the other 
agencies of the Department of Labor, we in the Bureau of Employ- 
ment Security and the affiliated State employment security agencies 
are ready to assist the committee in any way that we can. 

Thank you very much. 

Chairman McCarrny. Thank you very much for your statement, 
Mr. Goodwin. Senator Randolph, do you have any questions ? 


BYPARTISAN SPONSORSHIP OF SPECIAL UNEMPLOYED COMMITTEE 


Senator Ranpvotpu. Thank you, Mr. Chairman. I had, of neces- 
sity, to leave the hearing room earlier in the afternoon when Mr. 
Clague was giving his statement. I wonder if I might have his atten- 
tion and ask that he refer, as I shall, to page 14. 

You indicated that you were doing work on special aspects of 
unemployment. I was particularly gratified that you are doing anal- 
ysis of the characteristics of persons in a group of geographic areas 
which have experienced heavy unemployment over a long period of 
time. 

Perhaps, Mr. Clague, you would agree with me that the area of 
unemployment in the mining sections of West Virginia would qualify 
to a greater degree than any other on this basis. Is that correct? 

Mr. Criacur. Yes. I think, Senator, that there are a number of 
areas in your State which would be classed in that group of heavy 
unemployment. You may know that 2 years ago we made a study 
of the high school students, the high school dropouts, and graduates, 
in 5 years of high school classes in Clarksburg, W. Va. In addition 
to this study, the Bureau studied the actual work and unemployment 
experience of young dropouts in 6 other communities which indicated 
that, even though sooner or later dropouts get jobs, they have twice 
to three times as much unemployment as graduates over the same 
span of working years. But the study we are talking about here is 
a more comprehensive one that will take a sample from all the dis- 
tressed areas in the country and combine them to see if we can find 
out what characteristics they have as compared to the average for 
the better sections of the country. 

Senator Ranpoteu. Mr. Clague, this is an affirmative action on 
your part, and I commend you and your associates in doing what you 
are now doing. 

Would it be improper for me to ask when we might expect some 
information on the analysis which I have directed your attention to? 

Mr. Criacur. We believe that we will have this within the next 2 
or 3 months. I think these will be available before your committee 
is ready to finish up its work. 

Senator Ranvoteu. That is helpful because I know that those of 
us who are members of this special committee are conscious of our 
individual and composite responsibilities, and I hope that there will 
never be any partisanship whatsoever in the work that we do. 
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I call attention, for the record, to the fact that the creation of the 
committee was by legislation sponsored by both majority and minority 
leaders of the Senate. 

We recognized earlier the immediate need for such a study, and the 
Senate had not been long in its 1st session in the 86th Congress until 
we passed legislation which would have set in motion the establish- 
ment of a commission on which Members of the Congress would 
have served with others from industry and labor. But the House 
saw fit to take no action upon that proposal, and, as you well know, 
in the closing hours of the Senate session we determined that it w as 
necessary, Majority Leader Johnson was an especially important 
factor in this decision, to conduct the Senate study and to have it 
proceed during the interim so that we might come up with some 
recommendations by the Ist of February during the 2d sesssion of 
the 86th Congress. 

I desire, for the record, to indicate that I believe the nine mem- 
bers of this special select committee will give the necessary time. 
We believe that we will have a staff which w Will be able to do'a good 
job, and that we can be positive in our recommendations. 

We have, I believe, an approach of good will here in an effort to 
ferret out the facts, and I have no comment to make upon the state- 
ment of Mr. Goodwin except to say that it is the type of statement 
which can be read and reread and it will be helpful. I shall attempt 
to do just that, Mr. Goodwin. 

Mr. Goopwin. Thank you very much. 


RETRAINING AND UNEMPLOYMENT INSURANCE 


Chairman McCarrny. Mr. Goodwin, I have one or two questions. 
In testimony on the part of some of the witnesses who appeared 
earlier, the argument was made that we should have more emphasis 
on retraining in the unemployment compensation program. 

Professor Haber of Michigan pointed out that in the Michigan 
laws they do have a provision for retraining, that they can in fact 
make it a condition precedent to the granting of unemployment 
compensation. 

As far as he knows they have only retrained two people, I think he 
said, in the last few years. 

Would you have any recommendation with regard to retraining, 
and particularly as it relates to administrative problems that might 
arise? 

Mr. Goopwin. Well, I haven’t come to any final conclusion on this 
subject myself. I think it is an area that your committee ought to 
study very carefully. Some of the European countries have used this 
device, I think, rather effectively. Whether our conditions are sufl- 
ciently similar that it will work as well here as it appears to have 
worked in some of those countries, I do not know. 

In addition to Michigan, as well as Massachusettes, which have had 
the law on their books for a good while now and used it very little, 
the California Legislature at the recent session passed a law on this 
program, so that we may have some new experience which would 
throw additional light on the problem. 
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UNEMPLOYMENT INSURANCE AS PERCENT OF WAGE LOSS 


Chairman McCarry. In your statement you indicated that the 
benefits paid under the unemployment insurance program offsets 
about 30 percent of the loss in wages, I believe. 

Mr. Goopwin. Yes. 

Chairman McCarruy. Now, this disagrees with the statements 
which Professor Lester submitted earlier this afternoon, in which 
it varied from year to year, ranging from about 7 percent in 1955 on 
a quarterly basis to a high of 19 percent in the third quarter of that 
year, but on the average it showed around 13 percent. 

Is there any explanation on your part for this difference? He 
indicated that he used a different statistical approach. 

Mr. Goopwin. I am not sure. I haven’t seen his statement and I 
don’t know what approach he has used. 

Chairman McCarruy. I wonder if you could examine his state- 
ment in the record and perhaps file a supplementary statement in 
which you might reconcile or explain the apparent lomumam be- 
tween the 30-percent figure which you give and the approximately 
13 percent which he seems to show. He pointed out there was a dif- 
ference in the statistical approach. 

Mr. Goopwin. Our figure is limited to covered employment. 

Chairman McCarruy. His, also, were on covered employment. 

Mr. Goopwin. We will be glad to take a look at it, and file a state- 
ment on it. 

ADDITIONAL STATEMENT BY ROBERT C. GOODWIN 


The difference between the estimates by Professor Lester and this Bureau of 
the proportion of the wage loss compensated by unemployment insurance ben- 
efits basically results from differences in the method used in estimating the mag- 
nitude of the wage loss. Professor Lester computes the wage loss as the differ- 
ence between a calculated total wage that would have been paid if there had 
been no recession and the actual wages paid during the recession period. This 
calculated wage includes not only the actual wages paid during the recession 
period but also an estimate of the wages that would have been paid because 
of increases in wage rates and growth in the work force that would have taken 
place if there had been no recession. Our estimate of the wage loss, on the 
ather hand, is based upon the net decline in labor income at a seasonally ad- 
justed annual rate that actually occurred during the downturn. 

Professor Lester’s method, therefore, would properly yield a higher estimate 
of wage loss than our method. As a result, it is to be expected that Professor 
Lester’s estimate of the percentage of wage loss compensated by unemployment 
insurance benefit payments would be lower than our estimate. 


FAMILY INCOME OF UNEMPLOYED 


Chairman McCarruy. You point out that you are making special 
studies and you will have additional data on the basis of age, sex, in- 
dustry, occupation, length of unemployment, persons filing for un- 
employment insurance, and so on. 

Mr. Goopwin. Yes. 

Chairman McCarrny. I wonder whether any consideration has 
been given to including a report which would be related to family 
income and to family needs, or is this too difficult and complicated ? 

Mr. Goopwin. It would be for us. I think that if that kind of data 
were going to be compiled, it would be better done by some other 
agency. We are planning to get this as a byproduct of unemploy- 
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ment insurance data. Perhaps Mr. Levine, who is more familiar with 
this than I, would like to comment on this point. 

Mr. Levine. Senator, there are two considerations involved. In 
the first instance the data are obtained in the course of taking a claim 
and the claim interview. We want to burden the claimant with as 
little fact collecting as possible in the process of determining his bene- 
fit rights. There is another consideration which bothers a good many 
State agencies. At the time of interviewing the claimant, if you go 
into matters of income and the resources of the family, that implies 
a question of need or relief, whereas these benefits are paid as a matter 
of right under the social insurance system, and we don’t want to create 
any fear on the part of these claimants that their benefit rights will be 
adversely affected by reason of questions regarding the family income 
status. 

Mr. Goopwrn. I might say, however, Mr. Chairman, that we have 
made in cooperation with the State agencies a number of benefit ade- 
quacy studies that throw some light on this question of total family 
income. 

They are directed principally to the question of how do people 
get along on unemployment insurance benefits ? 

We have made how many of those studies now, Mr. Levine? 

Mr. Levine. There are six studies that have been made in different 
States on the anpevannete which benefit recipients make during the 
period of unemployment, what loss in income they experience, how 
they offset that loss, and what adjustments in living standards, con- 
sumer purchases, and so on, take place. 

But those are special studies, and are not conducted as a part of the 


regular program for recurring collection of data as a part of operating 
processes. 

Chairman McCartny. Is it your opinion that the selective studies 
will result in findings and reports which would be reasonably 
representative ? 

o you make the kind of en that would give valid results? 


Mr. Levine. The results are valid in terms of the situations to 
which they apply. Their primary objective was, however, to deter- 
mine what are the basic expenses of living—so to speak—the nonde- 
ferable consumer expenditures that must be met and to what extent 
did benefit payments help to meet those nondeferable kinds of costs! 


MIGRATORY LABOR 


Chairman McCarrny. One other question. Near the end of your 
testimony you made reference to the action of the Secretary of 
Labor with regard to the migratory farm labor problem. on 

Now what is the latest report on that? I know that he did indi- 
cate he was going to apply somewhat higher standards and that this 
action was sustained by the Attorney General, but the latest report 
I have is that this whole operation has been disapproved by the 
Secretary of Agriculture. Is it still an open matter? 

Mr. Goopwin. Oh, no. The status of this, Mr. Chairman, is that 
the Secretary proceeded under the provisions of the Administrative 
Procedure Act. 
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Chairman McCarruy. In any case, he found authority in the law 
and was sustained by the Attorney General ? 

Mr. Goopwin. It was necessary to hold a hearing and that hearing 
was held several weeks ago. 

The testimony is in the process of being analyzed for presentation 
to the Secretary, but no final decision has been made as to what will 
be done. 


LEVELS OF BENEFITS 


Chairman McCarruy. There is one question that I should have 
raised earlier. You talk about the need for extending the period of 
unemployment compensation. 

This has been sustained earlier by the administration. Do you have 
any opinion on the level of benefits—as to whether or not we should 
also raise the level of benefits ? 

Mr. Goopwin. We feel that the level of benefits ought to be raised 
in most States and that it ought to be at least 50 percent of the bene- 
ficiciary’s average weekly wage and that the maximums ought to be 
high enough that the great majority will receive that much. 

Chairman McCarrny. Thirty percent replacement of wages lost 
isn’t or adequate to meet the needs of the wage earner and his 
family. 

Goopwin. That’s right. The average weekly benefit rate for 
total unemployment received by claimants is only about one-third 
of average weekly covered wages. I think our benefit-adequacy 
studies have made it quite clear that benefit amounts are generally 
not adequate. 

I might say one thing to Senator Randolph. I’m not sure he is 
aware of it, but we do have going on in West Virginia now, in cooper- 
ation with the West Virginia employment security agency, a very 
comprehensive study of manpower resources by occupation. 

We have allocated $50,000 for the study, and additional funds, 
scheduled to be allocated by the Office of Civil and Defense Mobili- 
zation and the State government, may bring the total budget to about 
$200,000. The study will produce labor market information for every 
area in West Virginia, designed primarily to assist in economic 
development. The project involves separate area skill surveys for 
12 individual areas. Similar surveys of manpower requirements and 
training needs have already been produced with funds we previously 
allocated to the State employment security agency for the Charleston 
and Wheeling-Steubenville areas. 


COOPERATION WITH COMMITTEE 


Senator Ranpotew. Thank you, Mr. Goodwin. Mr. Chairman, just 
as you close the hearings after 3 days of testimony that I think has 
been most helpful, I would like the record to show that I am very 
glad to serve with your chairmanship—and that is not a gratuitous 
statement. 

I think you are going to be objective and thoroughgoing in this 
study, and our staff will need the help of —— within your agency. 


I do hope that before a final report might be rendered officially for 
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this committee, you might perhaps find it appropriate to allow our 
staff members to talk with you, work with you, look at the figures 
oo might be partially complete. 

Do you think 1 that is possible and feasible? 


Mr. Goopwin. Yes, indeed. We will be very happy to. 

Chairman McCarry. They have been most cooperative in the pre- 
liminary hearings and discussions. I wish to thank you, Mr 
Goodwin, Mr. Stewart and Mr. Clague. 

(Whereupon, at 4:45 p.m. the Sensing was adjourned. ) 
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